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Cost-cutting helps
IBM to curb
nine-month losses
Cost-cutting helped US computer giant CBM to
lower than expected losses of $48m for the third
quarter, but chairman Lou Gerstner warned:
“The company’s cost and expense structure remain
uncompetitive." He said IBM could become profit-

able again as its gross margins fell into line with
those in the rest of the computer industry.
Page IS

Israel plans deals with Arabs; Israel is

negotiating multi-billion dollar energy projects
with Arab partners and could soon sign a deal
with Qatar to start work on a $1.8tm natural gas
scheme. Page 24

Union threat to spread Air France action:
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Traditional parties suffer as Canadian voters seek political reforms Sanctions

Chretien vows national unity Si88

Air France pilots (above) joined a demonstration
at Orly airport south of Paris as unions threatened
to widen the action to other public sector groups.

The strike has continued despite government
concessions on an austerity plan for Air France.

Yesterday a union leader said those concessions

set a precedent and protests would now be launched
against planned job cuts in other public sector

concerns. Page 14; High flier takes control. Page 3

UN finds signs of Bosnia atrocities: UN
peacekeepers entered the Moslem village of Stupni
Do and found it destroyed. They said there was
evidence that Croat forces committed atrocities.

UN curbs aid. Page 3: No news is bad news, Page 12

Northern Ireland peace plan: British prime
minister John Major and his Irish counterpart

Albert Reynolds are to discuss a peace plan for

Northern Ireland. Their Friday meeting was con-

firmed despite rising violence in Belfast since

Saturday's terrorist bombing killed 10 people.

Page 9

Gloomy report on UK Industry: The
Confederation of British Industry said that over

the last four months manufacturing orders and
output were flat, export orders fell, more jobs

were lost and business confidence weakened.

Page 9; Lex, Page 14

IIS consumer confidence fell in October

as consumers sharply lowered their expectations

for the immediate future. The Conference Board
Consumer Confidence Index was 59.4 compared
with 63.8 in September.

Volvo: Swedish opposition is growing to Volvo’s

plan to merge its vehicle making with Renault

of France. Page 15; Lex, Page 14

Substitute sought for Seat: The Spanish

regional government of Catalufta promised Ptafibn

(545m) In credits and guarantees to auto-parts

suppliers willing to set up business on the site

of Scat's apparently doomed plant in Barcelona.

Georgian town recaptured: Georgia said

its troops had recaptured the strategically impor-

tant town of Senaki from forces loyal to former

president Zviad Gamsakhurdla. Picture, Page 4

Haiti’s frightened parliament failed to muster

a quorum to consider a UN peace plan to return

ousted president Jean-Bertrand Aristide to power
because many senators were too scared to attend.

Den Norsfce Bank. Norway’s biggest bank,

moved out of the red with its best result since

its formation from a 1990 merger of Den Norske

Creditbank and Bergen Bank. Nine-month net

profits of NKr699ra (SlOOm) compared with a
NKi2.46bn loss a year earlier. Page 25

Hope for locust control: Scientists in Kenya

have isolated chemicals which may Influence

whether desert locusts swarm and devastate crops.

The chemicals make many locusts lay eggs at

roughly the same time. This creates large numbers
of insects which swarm m search of food. Page 24

Ivory cache uncovered: South African police

seized illegal ivory worth $300,000 and said they

had broken a big Taiwanese smuggling ring.

Irish writer wins British prize: Dublin-born

writer Roddy Doyle won Britain’s £20,000 ($30,000)

1993 Booker literary prize for his novel Paddy
Clarke Ha Ha Ha.
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By Bernard Simon in Taranto

MR Jean Chretien, Canada’s
incoming prime minister, pledged
yesterday to work for national

unity in the wake of stunning
gains by two fledgling and poten-

tially divisive regional parties in

Monday’s general election.

The election transformed Cana-
da’s political landscape like no
other in its 126-year history. Mr
Chretien’s Liberal party won a
landslide victory, gaining 178 out

of 295 seats in the House of Com-
mons. But the strong perfor-

mance by the two regional par-

ties - the separatist Bloc
Qu6b€cois. and the Reform party,

whose main strength is in west-

ern Canada - could increase

strains between English and
French-speaking Canadians.

Two of Canada's traditional

three national parties suffered

devastating setbacks at the polls,

as voters sought a change from
the tough economic times of

recent years. One political organ-

iser estimated that at least 40 per
cent of the electorate voted for a
party which they had never
before supported.

The Progressive Conservatives,

who have held office since 1964,

won only two seats, in spite of

gaining 16 per emit of the popular

vote. The Tory vote was split in

many constituencies by Reform.
allowing the Liberal candidate to

come up the middle.

Ms Kim Campbell, who took
over as Conservative leader and
prime minister four months ago.

was defeated in her Vancouver
constituency. Under party rules,

a new leadership convention
must take place within a year.

Ms Campbell is not expected to

stand for re-election.

The BQ, which won 54 seats,

will form the official opposition.

Mr Lucien Bouchard, its leader,

Pages 6 and 7

Liberal party softens its

approach to freer trade

Tradition of give and take
is swept away

Quebec ‘headed towards -

freedom’

Bank supports Canacfian $

Growth prospects rise

Page 13

Editorial Comment

said in his victory speech that
“the Bloc will be positive and
responsible in parliament, while
vigorously pursuing sovereignty

for Quebec”. He added: “we want
to correct the inequities of the

system to give Quebec a bigger

slice of the pie.”

The Reform party, which
opposes official bilingualism and
other concessions to Quebec,
gained 52 seats, the bulk in

Alberta and British Columbia.
The left-of-centre New Demo-
cratic party held only eight of its

44 seats.

Mr Chretien said he understood

the frustrations which led voters

to support the BQ and Reform.

He pledged to "try to bring us

together by appealing not to

what divides us, but what unites

us.” The Liberals won seats in all

10 provinces.

Ms Campbell took office amid
high hopes that she would be

able to erase the unpopularity of

Mr Brian Mulroney, her predeces-

sor, but her intelligence and
glamour were offset by political

inexperience. While Ms Campbell
emphasised the painful message
of deficit reduction on the eam-

Triumphant Incoming Canadian prime minister Jean Crttien, with his wife Aline alongside, waves to

supporters after his Liberal party won a landslide victory in Monday's general election

paign stump, the experienced Mr
Chretien brought a more reassur-

ing message of job creation.

Mr Chretien is expected to visit

Washington within the next few
months to discuss the future of

the North American free trade

agreement with President Bill

Clinton. Th§ Liberals have
pledged to trf to renegotiate the

accord. Most observers predict

that a focc-saving formula will

found to allow them to imple-

ment Nafta as scheduled on Jan-

uary 1, provided it is approved by
the US Congress next month.

In Washington Mr Clinton, who
called Mr Chretien to congratu-

late him, told reporters: “I see no
reason to renegotiate the agree-

ment...! think we should just

go* ahead. I think all the coun-

tries involved have a lot at stake

ip proceeding.”
-

Mr Chrftlen also promised that

one of his first acts on taking

office would be to cancel a
C$5Jftra ($4^bn) order for 50 mili-

tary helicopters built by the UK’s
Westland Group and Agusta of

Italy. The UK-ttaliah consortium,

its local contractors and the
Canadian military are lobbying

to include the helicopter pur-

chase in a wider review of
defence policy. .

-

Delors sets agenda for reducing jobless
By Lionel Barber and
David Gardner in Unemboirg

MR Jacques Delors, European
Commission president, said in

Luxembourg yesterday he was
convinced the EC could reduce

mass unemployment, which is

“paralysing European societies”.

This would be achieved
through a mix of job-sharing,

part-time work and wage flexi-

bility, according to the latest

draft of the white paper on com-
petitiveness, growth and employ-
ment
The Commission has set a tar-

get of creating 20m new jobs by
end of this decade, in its blue-

print for tackling mass unem-
ployment in Europe.

The white paper, which is

being co-ordinated by Mr Delors.

will get its first real airing at
this Friday's special EC summit
in Brussels. The final version
will be the centrepiece of Decem-
ber’s meeting ofEC leaders.

The creation of 20m jobs, to

reduce current EC unemploy-
ment rates of 10.4 per cent to 5
per cent by the year 2000, would
match the performance of the US
economy in the 1980s. It Implies

annual growth rates between 3
and 3.5 per cent, levels which are

not likely to start until 1995.

Mr Delors said in Luxembourg
yesterday that he was convinced
the EC could reduce mass unem-
ployment, which was “paralys-

ing European societies”.

“I have a lot of ideas in my
head and I hope I can convince

the heads of government,” the

Commission president said, a
day after being rebuffed by EC
finance ministers on his ideas for

boosting economic growth.
The Commission draft calls for

an overhaul of EC labour mar-
kets, and an increase in invest-

ment from 19 per cent to 23-24

per cent of Community GDP, a
figure last seen in L964-74.

“The slower expansion of pri-

vate consumption would be the

price to pay for increasing com-
petitiveness, job creation, and
therefore ruture prosperity,” the

draft says.

The Commission makes clear

that it is not advocating EC-wide
legislation. Reforms should be
tailored to the specific needs of
member states, but carried out

within a mutually reinforcing

framework.
Among the chief recommenda-

tions of the draft white paper
are:

• New incentives for part-time

work. This would reduce the
average hours worked and allow

the number of jobs to increase.

• Greater wage flexibility,

including possible dilution of
minimum wage legislation.

• Employment costs. The paper
says labour should not be taxed
more heavily than capital, and
calls for a progressive reduction

in non-wage costs for lower-
skilled jobs.

• Taxes on pollution and
energy to compensate for reve-

nue losses as a result of the
reduction In employment costs.

Growth figure rejected. Page 2

plan open
market
By Wffiam Dawkins hi Tokyo mid

Nancy Dunne 1» Washington

THE US yesterday postponed the

imposition of economic sanctions

sgainst japan after Tokyo
planR to inject fresh

competition into its scandal-rid-

den public sector construction

market
this is the first tangible sign of

improved US-Japanese relations

since the arrival in August of the

rymffl-im? government of Mr Mori-

hiro Hosokawa, which has

pleased the Clinton administra-

tion by promising to scrap

restrictive practices and to cut

red tape generally.

It comes against a backdrop of

continuing serious differences

between Tokyo and Washington

on foreign access to all Japan’s

markets. But it indicates that

Japan and the US are on the way
to resolving differences on public

procurement in construction,

which' had threatened to provide
pnnfchgr atumhling block to com-

pletion of the Uruguay Round of

world trade liberalisation talks.

Mr Mickey Kantor, the US
trade representative, said he
would recommend to President

Bill Clintona delay until January

20 in the sanctions against Japan
i which had been due to go into

effect on November l. In the

meantime, the tJS will monitor

Japanese reform efforts.

The- Japanese proposals would
make it easier for foreign compa-
nies to tender, for construction

projects by national and regional

government and agencies, worth
Y8£27bn ($80.3bn) this year,
according to the finance minis-

try. That is, however, a small
fraction of the total private and
public sector construction mar-
ket, estimated to be worth at

lead: Y100,00flbn by Mr Etsusuke
Masuda, director of equity
research at Salomon Brothers
Asia
Tougher penalties jgpunyt com-

panies caught bribing officials or
rigging bids are also proposed.
This is a response to the widen-
ing net of construction industry

scandals, involving Japan’s top
six construction companies.

Continued on Page 14
US demands; Uphill task to win

orders, Page 5
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Ferranti in talks with secret

bidder at token lp a share
By Our Industrial Staff

THE CURTAIN began to fall

yesterday on one of the most dis-

tinguished names in British
industry. Ferranti, the deeply
troubled UK electronics com-
pany, announced it was in talks

with an unnamed bidder at a
token lp a share, a bid which
would signal the end of indepen-

dence for the company and value
it at a mere £9.7m ($14.6m).

This compares with a peak
value of £S45m in early 1989. just

before a disastrous SLlbn fraud

was uncovered at its US subsid-

iary International Signal and
Control (ISC).

Founded at the end of the last

century by Liverpool-born Sebas-

tian Ziani de Ferranti, the com-
pany became a flagship of UK
technology. It was a pioneer in

semiconductors, developing the

first European microprocessor in

the 1970s. Its computer division,

now part of Fujitsu of Japan,
developed a scientific computer
which was competitive with the

largest IBM machines. In the
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The declining fortunes of
Ferranti Page 21

Lex Pggp 14

early 1960s it was one of the pio-

neers of numerical control for

machine tools, a field now domi-
nated by Japan, Germany and
the US.
Speculation on the unnamed

bidder focused yesterday on rival

defence companies, since two-
thirds of Ferranti's business con-
sists of defence work. GEC.
which bought large parts of Fer-

ranti's defence bumness after the
ISC fraud, refused to comment.
British Aerospace denied any
involvement Thomson of France,
which has a joint venture with
Ferranti in sonar equipment, was
unavailable for comment

Ferranti emphasised that while
it was in discussions, there was
no certainty of an offer being
made. Earlier this month it was
obliged by law to call an extraor-
dinary meeting of shareholders,
since mounting losses meant its

COHJERTSl

net worth had fallen to less than
half its share capital. Mr Eugene
Anderson, chairman, told share-

holders he would seek to
strengthen the balance sheet
through equity injection or stra-

tegic partnership.

The indicated price of lp per
share took the stock market by
surprise yesterday. The shares
had started the day at 9.25p, and
they closed at 2Jjp in heavy trad-

ing.

The company’s likely loss of
independence is chiefly attribut-
able to the fraud at ISC. whose
head Mr James Guerin received a
15-year jail sentence last year.
However, it had also been critic-

ised for poor management and
loss of direction. A City of Lon-
don analyst said last night “ISC
was a body blow to a company
which looked dodgy already. It

hadn't moved with the times.”
Ferranti has recently been

struggling to land defence con-
tracts, both in the UK and the
Middle East. It said last night
that one large contract with Bah-
rain was still under discussion.
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NEWS: EUROPE

Defenders of

Emu deploy

their forces
By Andrew HBI m Brussels

THE Belgian presidency of the
EG, Mr Jacques Delors, Com-
mission president, and Euro-
pean Community employers,
yesterday threw their weight
behind existing plans for eco-

nomic and monetary iminn-

Mr Philippe Maystadt, Bel-

gian finance minister, said the
European Monetary Institute -

forerunner of a European cen-

tral bank - should play a force-

fill role in preparing for a sin-

gle currency by 1999.

The EMI will begin its work
on January I. 1994. provided
EC leaders can decide on a site

for the institution at their sum-
mit In Brussels on Friday.

Mr Delors also stressed the

importance of the Emu objec-

tives, and the role of the EML
In an interview for Belgian
television, he said the EMI
would “round up the lost sheep
(among EC economies), give

new stability to a relatively

fixed exchange rate system,
and lead to economic conver-

gence". The currency turmoil

of the last year has left the

European monetary system in

disarray and recession has
raised doubts about the origi-

nal plans for economic union.
Mir John Major, the British

prime minister, recently dis-

missed the timetable for a sin-

gle currency as “folly”.

But Mr Maystadt, one of the
EC’s longest-serving finance
ministers, said yesterday that

the Maastricht deadline of 1999

for monetary union was still

feasible, even if the more ambi-
tious target of 1997 would be
difficult to achieve because of

the EC's economic problems.

In an interview with the
Financial Times, Mr Maystadt
also defended the nomination
of Mr Alexandre Lamfalussy as
the first president of the EML
The choice should be con-

firmed by EC leaders on Fri-

day. Mr Maystadt said Mr Lam-
falussy, Belgian general
manager of the Bank for Inter-

national Settlements in Basle,

would give a new impetus to

EC growth figure
By Peter Norman,

Economics Editor

Maystadt believes deadline for monetary union is still feasible

the Maastricht aims. “We
know that Mr Lamfalussy is

really convinced of the need
for Europe to go to a single

currency: he’s a true believer

in the single currency and
that’s not the case with all the
bank governors.”

He said the EMI would be “a
more permanent and more
objective supervisory body for

the European monetary sys-

tem” than existing inter-gov-

ernmental bodies like the
secretive EC monetary commit-

tee. Unice. which represents

EC employers’ federations, also

called for EC leaders to refocus

on the Emu objectives. “We
think that the single market
without a stable monetaiy rela-

tionship will be very difficult

to sustain,” said Mr Carlos Fer-

rer, Unice’s president

THE suggestion by Mr
Henning Christophersen, the

European Community’s eco-

nomic affairs commissioner, of

2 per cent growth In the EC

next year was branded as over-

optimistic by private sector

economists yesterday amid

signs that it Is incompatible

with the latest Internal EC
commission forecasts.

On Monday, Mr Christopher-

sen told journalists at the EC
fman<»p ministers’ meeting in

Luxembourg that EC-wide

growth could be between 15

per cent and 2 per cent next

year if the latest German
growth forecasts turned out to

be accurate.

However, it emerged while

Mr Christophersen was making
his prediction that commission
forecasters in Brussels were

starting a two-day meeting

with colleagues from EC mem-
ber states armed with internal

commission forecasts pointing

to less than 1 per cent EC-wide

growth in 1994.

Mr Christophersen appeared

to base bis remarks on projec-

tions by five of Germany’s six

leading economic research

institutes forecasting 1.5 per

cent growth in Germany next

year. Such a growth rate would
boost EC-wide economic
growth by about 0.45 per cent

But, according to EC officials,

the commissioner seemed not

to take into account internal

commission forecasts that have
. ; v

downgraded 1994 growth from j^MoBagmSHpiSP^*'
L25 per cent published in June :

a
to less than l per cent While

this week's forecasters’ meet-

ing might lead to an upgrading^ TW
of the commission forecast,

past experience suggests that M|,aj

any change would-be small and ?
/*£-•

typically around 05 percentage^ ’ :? - ‘ P
points. Ittft

Mr Christophersen’s sugges-

tion that growth could reach 2 ~

per cent surprised EC finance •• "
'

j§Rr * il
ministries yesterday because JR’
he had not mentioned it during *

'''*-z§k£Mkr ,W-
Monday's meeting. Private sec-

"Wmk " "

tor economists also doubted B 2

jh'1

whether his upbeat forecast B W
was soundly based. W' \ h-. yi’i-
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>'jj^B 4&SE& ^

Mr George Magnus, interna- 1 \% :

'W-
tional economist of S G War- I \ \A l¥v^B Sa , P

- Bk
burg Securities in London, said J T 1 jg|L
Mr Christophersen’s forecast B \ t “

was “wishful thinking” and K
.

" -H.'®ek
that 1 per cent EC growth “was jKfga? UjmSBfct:
just about achievable”. Mr ^B ; * £&$$ HEft -~^BB^jg
Martin HOfcer, chief economist ' V
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of Bayerische Vereinsbank in .7

Munich, said. 2 per cant growth :
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The German growth fore-

casts on which Mr Christopher-

sen based his remarks are con-

tentious. They were rejected by
one of the sis German insti-

tutes and criticised by the
association of German private „ *g«
hanks as being too optimistic- Christophersen: economists said his forecast was over-optimistic
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Sixteen divides Twelve Some Nordic and Alpine fresh air
By David Gardner
in Luxembourg

EFFORTS by the Belgian
presidency of the EC to keep a
potentially damaging row over
the relative voting power of big

and small Community states

out of this Friday’s Brussels

summit looked yesterday as
though they might have failed.

A discussion by foreign min-
isters of the Twelve on how to

adjust the EC's institutional

arrangements to accommodate
four small countries negotia-

ting entry into the EC by 1995 -

Austria, Finland. Sweden and
Norway - ended in a stand-off

between the big and small
member states.

Germany, the UK, France
and Spain are looking to adjust
the qualified, or weighted,
majority voting system, to

ensure they and their likely

allies will continue to be able
to block unpalatable legisla-

tion, after the Twelve become
the Sixteen. They also want to

ensure that the six-monthly
rotation of the EC presidency,
now alphabetical, will always
ensure that a European power
is involved in EC foreign pol-

icy, by adjusting the “troika”

system of representation
through the current, preceding

and succeeding presidencies.

All the small member states

said yesterday that institu-

tional changes should wait
until after enlargement and be
dealt with at the EC’s next con-
stitutional review in 1996. A
debate now would "fuel divi-

sions in the EC which we do
not need at this juncture", said

Mr Dick Spring, Irish foreign
minister. Others said any

appearance of rewriting the
rules to favour larger states

could sink the enlargement
negotiations. “This is a stand-

off,” said a diplomat from one
small member state, “at the
end of the day we are going to

have to decide do we want
enlargement or do we want
institutional reform."

But Mr Douglas Hurd. UK
foreign secretary, stressed: “It

is in the interests of Great
Britain that there should be an
adequate system of blocking
minority (voting) after the
entry of the new members.”
The UK, Germany. France

and Spain, acknowledged that

it was a very sensitive issue,

but said that although the Bel-

gian presidency was refusing

to put it on the summit
agenda, it would almost cer-

tainly come up in discussions.

Brussels summit will take heart from progress on enlargement, writes David Gardner

A T THEIR summit in

Brussels on Friday, a
rather battered collec-

tion of EC leaders will not
only be able to cheer them-
selves that the Maastricht
treaty is now ratified, but take
heart too that there are at last

signs of progress on bringing
four Nordic and Alpine coun-
tries into the Community by
1995.

Amid doubts over the viabil-

ity of monetary nnion. the
growing jobs crisis and
Europe's failure to bring peace
to. Bosnia, enlargement to

bring In Austria, Sweden, Fin-

land and Norway Is a comfort-

ingly solid goal for the Com-
munity to set course for.

It has not often seemed that
way since the glacially slow

righted. Mr Dick Spring, Irish foreign, agenda, it would almost cer- It b
tem. to minister. Others said any tainly come up in discussions. way
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negotiations started with these

members of the loose Euro-
pean Free Trade Association
(Efta) in February. The sum-
mit is set to force the pace of
the talks, possibly acting on a
German proposal made yester-

day to hold more regular min-
isterial negotiations between
the Twelve and the Four.

On Friday, nonetheless, the

European Commission should
be able to report to the sum-
mit that most of the candidate

countries’ legislation has been
argued into compatibility with
the EC’s single market, and
that the Twelve and the Four
have taken big strides in
aligning health and safety and
veterinary standards and indi-

rect taxation.

What is more important, the
Commission can at last point

to the first signs of progress

on the make-or-break issues of
the enlargement talks: the
compatibility of the (often

higher) environmental stan-
dards of the applicants, and
how to pay for their (much
higher) agricultural and
regional subsidy regimes. All

four applicants will hold a ref-

erendum on EC accession, and
need to convince their increas-

ingly Enro-oceptical peoples
that the Commnnity repre-

sents no threat to the quality

of their lives and their very
“green" Identities.

1 Environmental issues,
according to an internal Com-
mission document, “may prove
to be decisive for the success-
ful conclusion of the enlarge-

ment exercise”. All four appli-

cant governments fear a No
vote if the EC is semi to be
diluting what they consider
higher standards in order to
safeguard border-fine trade.

The Brussels enlargement
task force has thus evolved a
three-tier approach, so far
well-received by the appli-

cants. Where standards are
equivalent, if different, anch
as on car emission limits, the
EC should rerase to badge.
Where the EC has set target

dates for raised standards, for

example on safety belts, appli-

cants would get transitional
exemptions. On the trickiest

issues, for instance health
labelling on products or use of
certain pesticides, the EC is

proposing to grant transitional

exemptions with a review
after three years, when appli-
cants should be in the EC and
taking part in amending the
legislation.

The psychology of this

approach is as important as
the details, given attitudes
prevalent in applicant coun-
tries that entry is all right just

so long as it is Urn EC which is

joining thpm_ “it is not unin-
tentional,* one senior Commis-
sion negotiator remarks
archly, “that it sounds like

they're pulling us up to their

standards.”
But the Commission is ada-

differences to be ironed out in

this case range from farm
price subsidies which are 26
per cent higher than the EC’s

in Austria to 100 per cent

higher in Norway - by because
of the single market there will

be no borders at which to do
the levying.

Some Commission agricul-

ture and customs regime offi-

cials are arguing that the new

‘As far as the EC regional funding goes,

.they don’t need electricity and roads.

Their abattoirs are better than our
houses. It’s better to be a cow up there.’

mant that the new member
states will not be allowed to

use border controls to keep EC
products out for environmen-
tal reasons. Thus the EC
insists that Austria can only

keep its transit agreement
with the Community limiting

EC trades passing through its

Alpine passes if it operates the
same curbs on Austrian and
non-EC lorries.

That attitude will be hard to

maintain, however, if the
Brussels negotiators lose the
argument within the Commis-
sion over how to deal with the

applicants' heavily subsidised

Arctic and Alpine agriculture,

which the Four are determined
to preserve to keep their coun-
tries more evenly populated.

In previous enlargements,
farm price support differences

have been dealt with by border
levies to even them out The

member states could keep bor-

der controls until their form
prices move into line with the

EC’s, what would be a long
process. The Issue has not
been decided, but the enlarge-

ment negotiators view any
such dilution of the single
market with horror.

“If you accept border con-
trols for agriculture it’s hard
to stop them being used for

other purposes,” one senior
official says. “We wouldn’t get
free competition in their mar-
kets.” The careful compro-
mises emerging on environ-
ment and health and safety
standards, moreover, could be
unravelled by border controls,

be adds.

The solution he advocates is

direct income compensation to
farmers in the four countries,
which would cost an estimated
Ecu2.2bn (£1.7bn) a year. The

net contributions to the EC
budget the Four are expected

to make would be around dou-

ble this.

The next stage of the argu-

ment would therefore be how
to share out the cost of the

compensation, and how to
finance lavish regional subsi-

dies, which in the Nordic conn-

tries are linkpd to concern for

the security of their empty
northern territories.

EC regional policy, geared to

helping backward and indus-

trially stricken areas, does not
really measure op to northern
Nordic needs. “They don’t
need electricity and roads.
Their abattoirs are better than
our houses,” says one negotia-
tor. “It’s better to be a cow np
there.” Again, an income sup-
port scheme linked to differ-

ences between regions is being
looked at
But even if the way forward

is now in view, there is still a
lot to negotiate: Norwegian
determination to retain full

control over its energy and
fisheries resources; the voting
weight and representation
these four small countries
would get inside EC institu-
tions, at a time when the OK,
France, Germany and Spain
are seeking to increase big
countries’ Influence; and bow
the Four, all except Norway
formally neutral, would fit
into the Maastricht treaty's
foreign and security policy.
On Friday they will be

looking for clear signs that the
12 want to find a way through
the thicket
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BELGIUM'S Socialist trade™ons yesterday called for a
one-day public transport strike
on Friday to protest against
tne government's proposed
austerity package
The day of the strike coin-

cides with the summit of Euro,
pean Community leaders in
BrusselSr which as a result will
fece disruption from traffic
chaos, stoppages and demon-
strations.

Last week, the Socialist
unions walked out of fanitc

with government and employ-
ers on how to solve the prob-
lems of lack of competitive-
ness, unemployment and a
growing social security deficit
Yesterday, Mr Jean-Luc

Dehaen e, prime . minis ter,
unveiled outline measures
which the country’s centre-left
coalition wOl now try to pn<?h

through on its own. The task is

particularly delicate because
there are doubts whether the
French-speaking Socialist
members of the coalition will
support proposals opposed by
the unions.

„

The unions are angry about
plans to limit wage costs. Mr

Oehaene has suggested freez-
ing pay and delaying the
impact of salary increases tor
19M which have already been
agreed with employers.

- Senior Belgian government
officials said yesterday that the
package of measures would try
to achieve dm same ahns as
last week's frilled talks, but
without inflaming the unions

.
and risking the collapse of the
coalition. .

A statement issued after yes-
terday's cabinet discussion of
the package hied to reassure
the union” by promising that
the government would concen-
trate on Improving employ-
ment But Mr Dehaene warned
at a news omfenmcB that some
form of wage restraint would
almost certainly have to be
included in the final measures.

Mr Dehaerffi, who will chair
Friday’s EC summit, win start
talks on the detail of the mea-
sures with his coalition part-

ners on Saturday morning.

Officials admitted yesterday
that the failure to agree a
framework deal with the
unions and . the employers
would make the task much
more difficult

Tapie to resign

at football club
ByABce Rawathom iq Paris

MB BERNARD TAPIE, the
controversial French politician

and businessman, yesterday
announced that he plans soon
to resign as chairman of Olym-
plqne-Marseille (O-M), the
scandalficarred football dub.
He broke the news in an

interview with LTSquipe, the
sports newspaper, adding that

Ms position at DM was incom-
patible with'his polftfcal ambi-
tions;

Mr Tajrie, who-has.*;spavin
parliament as an .independent

Socialist and had a short stint

as urban affairs minister in
tiie last Socialist government,
plans to lead a group, of

left-wing- radicals' in next
Jane’s European elections. Hie

is also expected to stand as

mayor of Marseilles in the

next general election-.

However, .Mr Tapie, who
took over O-M ta 1986 and has

-since Invested around

FFrl30m (£15m) in the deb to

turn it into France’s top team,
said he had not yet finalised
plans Cor his departure-

He is famous In France for

his temperamental approach
to bnslness affairs and earlier

this month vowed publicly

that he woold stay at O-M.

. He told L’Eqoipe he had
already “made contact** with
prospective investors in the
Marseilles team. He had
received inquiries from “a big
furniture manufacturer, an
upmarket jeweller - and a
department store chain”.

O-M is struggling to stabilise

its .finances following its ban
from this season’s European
Cop, which It won last spring
- the first French club to do
so. It has since been sullied by
the scandal over allegations

that its officials tried to bribe

players from another French
team to rig one of last season’s

league games.

UN curbs Bosnia

given
By Una SBbor in Belgrade

and Reuter hi Luxembourg

THE United Nations yesterday

suspended delivery of enter-
- -

gency aid to more than lm peo-

ple stranded in central Bosnia
.

nntil waning Croat arid Mos-

lem forces guarantee the safety

of relief workers. .

Mr Boutros Boutros Ghali,

the UN secretary general, took

the deciSion after UN convoys

on Monday: .were hit by
machine gun mid mortar -lire, -

wiling : a Danish ’lorry
l?

driyer

.

and wounding njne UNwaric-

er
Lord GwerC the . Europe -

Community's:peace

said in Luxembdurg;
he was sceptical , about
force to get supples-tarou^r to

people as wilder approaehed.

He was addressing. EC foreifpi;

ministers. .

-

The UN High Commissioner

for Refugees said yesterday

that the area under suspension

included Mostar in the

south-west; and towns in cen-

tral Bosnia where Croats and

Moslems were fighting. Ms Syl-

vana Foa. spokeswoman of the

UNHCR said operations would

get under way once the parties,

gave credible guarantees for

safe passage-
The decision to suspend

some aid convoys would make
it extremely difficult for people

tn some areas such as Mostar,

although others would still get

help. Lord Qwen said.

Lard Owen' said the idea of

creating a “safe route”, from
the Adriatic coast to Sarajevo

was befog considered, but he

pointed to enormous problems

with using force.

. Mr Francois .
Mitterrarai, the

-Fcench presidents called-ion

Monday for help^mduding US
‘military protegjjton^Vito force

opera the ri&f
Meanwhifet^n^iauderS Or

High flier control of grounded airline
Air Frances new chief has plenty of experience of militant
opposition at home and abroad, writes John Ridding

M R Christian..- Blanc,
.due to he cffldaUy
confirmed today as

the head of Air France, has
riaqtharf with striking workers
an the Paris underground and
dealt with mtHtent separatists

in an overseas colony. But he
may still be forgiven for hav-

ing qualms about his new chal-

Christian Blanc useful cards up his sleeve

He- takes over the loss-mak-

ing ntritnA when it Is mired in

a bitter industrial dispute. His
predecessor, Mr Bernard
Altah, was undermined by the
French government which
decided to scrap a recovery
plan he dfiAmaH essential for

the airline’s survival. Mr Blanc
now has three months to draw
up a new package to restore

health to the airline and
resolve the strikes winch have
paralysed the state-owned
national carrier.

It is hardly an enticing pros-

pect. The strength of union
opposition to restructuring

measures was clearly illus-

trated yesterday in a show of
force; dubbed “Blade Tuesday”
by the French press, which
saw the airline's operations

halted by co-ordinated action

by groundstaff, airport work-
ers, pilots, cabin staff and
union members at Air France’s

domestic airline subsidiary.

Mr Blanc, however, has scone

useful cards up his sleeve. As
former head of RATP, the Paris

bus and metro operator, he has
experience of managing a pub-
lic sector group and of imple-

menting reforms in the face of
powerful union opposition.

During his tenure at RATP,
between 19KJ and 1992, Mr
Wmi* succeeded in decentrali-

sing the group’s operations,
reducing the number Of man-
agement layers from seven to

three, and rationalising pay
scales, a particularly sensitive
issue for the unions.

But he also experienced the

risks of reform, hi 1992 he was
faced with a strike by workers
on the Paris metro as a result

of his attempts to guarantee a
minimum level of sendee dur-

ing tedimtrtal disputes and to

reduce pay for striking employ-
ees. Alter failing to win sup-
port from the Socialist govern-

ment of Mr Pierre B&rfigevoy,

he resigned.

“The experience of the strike

of 1992 shows two things about
Mr Blanc;” says one executive

at RATP. “He is determined to
firfwvhiffw mjmagamgnt reforms

and he wOl not compromise.”

Another former colleague
says he is likely to have
dremanded a free hand in man-
aging Air France. But this may

be a tall order, particularly in
the light of Mr Attali’s sudden
kiss of government support

If RATP was a turbulent
period for Mr Blanc, it was
peaceful compared with his
previous challenge in New Cal-
edonia. In 1988, he was

' appointed by Mr Michel Roc-
aid, then SodaUat prime minis-
ter, as head of a mission to
resolve a conflict sparked by
an independence movement in

the South Pacific colony. The
mission played a large part in
tiie candusian of the Matignon
Accords which defused the dis-

pute and represented one of
the successes of the Rocard
fldmirilgh-aHftn

Mr Blanc's achievement in
New Caledonia and his stint at

RATP should provide valuable
experience at Air France. So,

too should his political con-
tacts.

As a close friend of Mr Roc-
ard, now the leader of the
Socialist party, it may appear
curious that he has been
picked by Mr Edouard Baha-
dur’s centre-right government
to resolve its first serious
industrial dispute
His reputation as a tough

negotiator is the most impor-
tant explanation. His left-

wing credentials might also

help in negotiations with the

hitherto implacable strikers.

Mr Blanc should not, how-
ever, take this for granted. Mr
Louis Viannet, general secre-

tary of the Confederation Gen-
erate du Travail, one of the
union groups spearheading the

protests at the national carrier,

issued a stem warning yester-

day. “Mr Blanc should not try

to do at Air France what he
sought to do at RATP,” said Mr
Viannet in a radio interview.

He said the Air France chief

should take into account the

“errors that have been made”
at the airline and should dis-

cuss folly with tbs tmlnna any
measures he plans to take.

That leaves Mr Blanc in a
difficult position. The govern-
ment, despite its climbdown,
still says it wants to imple-

ment the 4,000 job cuts envis-

aged in Mr Attali's plan,

although it has said the cuts

can be achieved without forced
redundancies. The airline,

which is forecast to lose more
than FFrSbn (£580m) this year,

remains in urgent need of
restructuring.

Mr Blanc’s first three
months - the time the govern-

ment allowed for a new recov-

ery plan to be drawn up - are
therefore likely to represent
the sternest test of his negotia-

ting skills.
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SPD rejects plans for new generation of extra-safe reactors

Doubts over German nuclear industry
By Quentin Peel In Bonn

GERMANY’S opposition Social

Democrats yesterday rejected
plans to allow development of
a new generation of extra-safe

nuclear reactors in the coun-
try, throwing into doubt the
future of the German nuclear
industry. The decision by the
national executive of the SPD
was immediately condemned
by leaders of the ruling coali-

tion as undermining the funda-

mental development prospects
of the German economy.

It throws into doubt the
year-long efforts to negotiate a
cross-party “energy consensus"
intended to provide a clear
framework for the Investment
plans of the energy Industry,

including both domestic coal
mining and nuclear power.

It also calls into question the

long-term future of the Ger-
man coal mining industry,

which has survived so far on a
mixture of direct subsidy paid
by electricity consumers, and
cross-subsidies from nuclear
power paid by the electricity

generators.

The SPD, which controls the

governments of several key
states in the federal republic

where nuclear plants operate,

also declared its determination
to switch from reprocessing
nuclear waste - in Britain and
France - to direct disposal
However, the party leader-

ship has left open the question
of how long the present gener-

ation of nuclear plants may be
allowed to operate, thus giving

Germany’s electricity genera-

tors a chance to plan the grad-

ual abandonment of nuclear
energy. It also set no timescale

for the switch from reprocess-

ing to direct disposal, for

which there are no sites cur-

rently available in Germany.
The SPD decision was

announced yesterday after an
extended meeting of the par-

ty's national executive rejected

a compromise plan put forward
by Mr Gerhard SchrOder. the

prime minister of the state of

Lower Saxony.
The plan would have allowed

a continuing “nuclear option"
by sanctioning the construc-
tion of a prototype extra-safe

nuclear reactor, designed to

contain the risks of any future

nuclear accident within the

plant. Instead, the party lead-

ers insisted on their existing

policy of completely abandon-

ing nuclear power.

The decision amounts to a

severe blow to Germany's
nuclear power plant manufac-
turers. led by Siemens KWU,
but a compromise with which
the two main electricity gener-

ators - RWE and Veba - can

live. The third main power
generator, the Munich-based
Bayernwerk, is heavily com-
mitted to nuclear energy, and
therefore strongly opposed to

any non-nuclear option.

Without a cross-party com-
promise on energy, the power

generators say they have no

clear framework for their

long-term power station plan-

ning. Government officials

warned yesterday that the SPD

decision now calls that energy

consensus into doubt.

Mr Klaus TOpfer, the envi-

ronment minister, who negoti-

ated the compromise with Mr

Schroder, expressed his regret

at the SPD decision. “I cannot

see how, under these circum-

stances, a energy consensus

can still be achieved." he said.

Negotiations scheduled for

tonight will still go ahead, he

said. “Failure of the talks

would be a bitter- setback for

Germany’s economic base, for

which the SPD would be

responsible."

NEWS IN BRIEF

Taxing times for

Italian workers
SALARIED workers in Italy declare higher average earnings and
pay more taxes than businessmen, writes Robert Graham in
Borne. This trend, long suspected by the tax authorities, has been
confirmed by finance ministry research.

It is based on 1990 returns of 28.6m Italians and was undertaken
following the discovery by tax inspectors on random assessments
that employers were on occasions declaring earnings three times
less than that of their employees.
Analysis of returns also produced the extraordinary finding

that almost 40 percent of the 340,000 businesses subject to corpo-
ration tax had avoided payment. This was because they either
declared earnings below the taxable minimum or reported losses.

Sicilian bank chief quits
Mr Guido Savignone, chairman of the Banco di Sicilia, the
Island's leading financial institution, has resigned following
sharp criticism of the management by the Italian Treasury,
writes Robert Graham.
The attack on the failure of management to improve results

after a shake-up two years ago represents a significant toughen-
ing in the authorities' attitudes towards financial instititutions in
which the state has stakes. The Treasury has 14 per cent of Banco
di Sicilia, the remainder being held by a foundation controlled by
the regional government The bank is understood to have just
balanced its books in 1992 but risks a loss this year. Some
L3,000bn (£1.24bn) of bad loans are reported.

Mielke jailed for Weimar crimes
A Berlin court yesterday sentenced Erick Mielke (85), former
chief of the hated secret police in Communist East Germany, to
six years in prison for two murders committed in the Weimar
republic six decades ago, writes Ariane Geniilard in Bonn, He
also faces charges of abusing human rights during the Commu-
nist era, including the killing of people crossing the Berlin walL

Georgian troops enter the town of Abasha yesterday, repulsing the forces of ousted President
Zviad Gamsakhurdia from much of western Georgia

Mitsotakis quits as party chief
By Kerin Hope in Athens

MR Constantine Mitsotakis,
the Greek prime minister
defeated by the socialists in
this month's general election,

resigned yesterday as leader of
the conservative New Democ-
racy party.

Mr Mitsotakis. 75, is the first

of Greece’s veteran political
leaders collectively dubbed the
“dinosaurs" to make way for a
younger successor.

Four former cabinet minis-
ters have declared themselves
candidates for the leadership.

Mr Mitsotakis announced he
would step down two weeks
ago, when Mr Andreas Papon-

dreou’s Panhellenic Socialist
Movement won the election by
a larger margin than had been
expected.

Frontrunner in the leader-
ship contest is Mr Miltiades
Evert, 54, who has opposed the
conservatives’ privatisation
policy. The new party leader
will be elected next week.
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Russia ploughs Centnsl

a new furrow LumI
down on farm challenge
_ T.tt ~»dvin The solution that the IFC ByLerfa Boulton to Ktabw
By fifliian Tett, recently in

Nizhny Novogorod, Russia

MR YEVGENY Mikheyev,

director of the Niva farm tiear

Nizhny Novogorod, flung open

the door of a cowshed and

declared: “We need reform to

make this farm work! We have

to get rid of the layabouts and

the drunks!” It is a sentiment

that could prove important,

not just around Nizhny Novo-

gorod. but across Russia.

Yesterday in Moscow. Mr
Yegor Gaidar, first deputy

prime minister, together with

the International Finance Cor-

poration. the World Bank’s pri-

vate sector arm, unveiled an.

agricultural reform programme
designed to break up Russia’s

vast state system.

And as Niva is one of six

farms to pilot the scheme, the

fate of its reforms is likely to

be a crucial test, as Russia
tackles the sector of its econ-

omy most resistant to change.

Mr Gaidar said a policy to

redistribute agricultural land

should be introduced across

Russia, supported by a decree
- expected to be signed this

week by President Boris Yelt-

sin -

revoking an effective ban on
the sale of land, paving the
way for mortgages, tearing and
trading. The moratorium on
sales or leases has been a key
factor blocking real change.
The Russian government has

introduced some reforms in the

past two years, creating a new
class of “private" farmers, and
forcing the state farms to regis-

ter as independent “compa-
nies", but the impact has been
limited. Private fanners still

control less than 4 per cent of

registered farm land and the
“reorganisation” of the state

farms, which control more
than 90 per cent of land, has
largely been theoretical.

But though the need for mar-
ket reforms is clear, the strong

collective traditions of the Rus-
sian farmers have left the
reformers facing a serious
logistical problem: how do you
break up huge farms in a man-
ner that seems equitable, with-

out creating unworkably small

plots of land?

The solution that the IFC

and Nizhny Novogorod leaders

proposed to the villagers in

Niva last weekend is based

around two key concepts.

The first is a land and prop-

erty certificate, an elegant

piece erf paper awarding each

member of the farm a share of

the -land and property.

Although the land Is divided

equally the property shares are

graded by job and age.

The second key concept is an

“auction”, which determines
which farmers get which
pieces of land. Although the

2FC hopes that in most cases

this will be decided by mutual
agreement. competing
demands will be decided by an
auction, using tbe property

certificates to “bid" for dis-

puted pieces of land.

Mr Viktor Khlystun, agricul-

ture minister, stressed yester-

day that there would be some
limits on the sales. Outsiders -

and by implication, foreigners
- would not be allowed to buy
land at the expense of local

villagers, since “it would be

wrong for a citizen to acquire

land to hire labour”, he said.

The type of farm which will

emerge from this scheme is

deliberately left unclear. The
crucial aspect is that the

scheme allows farmers to
trade, sell or lease their certifi-

cates. Thus they can farm
alone, join together in a collec-

tive, or even “sell" their land

to a individual in the village.

As Mr Boris Nemtsov,
reformist governor of Nizhny
Novogorod, explains: “The
essence of this is choice.”
Whether the villagers them-
selves want it is unclear. At
the meeting id Niva to hand
out certificates, opinions var-

ied sharply. Although Mr
Mikheyev is enthusiastic and
some villagers are vowing to

go it alone, others angrily sup-

ported the old system; many
more seemed simply confused.

Ultimately, the scheme’s suc-

cess will depend on how many
other farm directors like Mr
Mikheyev can be found, and
bow far they can persuade the
rest of tbe farmers to follow
them.

By layta Boulton In Moscow

MR ARKADY VDI£KY, fejd
of Russia’s Uniontf tatesfo
alists and EntreprateBre;
announced yesterday be wsaH
head a revived “centrist” affi-

ance in the country's parifa-

mentary elections.

The party, to be called

Union for Stability, JusticeVl
and Progress, represents *

*

powerful new force to -ctaf-

lenge the main government-

sponsored alliance, -Rnssla’r
Choice.

It is promising both to -pro-

mote free enterprise aadrto
increase the “manageabpfty“
of the state-owned economy.

Other candidates on the par-

ty’s electoral list include lead-

ing industrialists such as Mr
Nikolai Belch, head of Eantei,

tbe country’s biggest truck

manufacturer.

According to the party’s pre-

gramme released yesterday,}

Russia’s problems stem not

from enemies within, but from
.

“stupidity, incompetence and
dishonesty” at the top,

For this reason, Mr Volsky
said, it could co-operate with

forces as varied as the Agrar- .

fan party, which represents

the state farm lobby, and Mr
Grigory Yevlinsky, the promi-

nent economist, who wants
more effective economic
reform and a strong federal

state.

He suggested that his group
might even endorse Mr Viktor
Chernomyrdin, the prime min-
ister, who was being shnnnedj|v

by radicals in Russia's Choice.™
Meanwhile, in a farther •

attempt to distance himself f
from tbe cabinet, Mr Sergei '

Shakhrai, deputy prime minis-
ter and head of the Russian
Unity and Accord party, said

yesterday he was giving up his

government salary. He also
attacked the government’s pri-

vatisation programme.
Mr Volsky’s new party title,

replacing the shorter Civic
Union, is an attempt to shake
off previous associations with
disgraced former vice-presi-

dent, Mr Alexander Rutskoi,
one of the leaders ofthe recent
parliamentary rebellion.
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On a Mercedes-Benz, you’ll find ABS, EPS and ASR. But no CFCs.
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M ercedes-Benz have always

been a company that thinks

about tomorrow. Which might

explain why they have grown to be

the world’s largest manufacturer

of trucks and vans.

They were the first truck maker to

offer anti-Jock braking, well ahead

of the requirements of the law.

They developed ASR, a safer and

more efficient way of transmitting

the power from driven wheels to

the road. And they created EPS,

which gives the driver total control

of his gearshifting without the

physical effort associated with

heavy-duty synchromesh.

All of which explains why a

Mercedes-Benz is a safer, more

efficient truck for the operator.

But a truck with the three-pointed

star happens to be a more en-

vironmentally sound way of trans-

porting goods than many other

trucks, too.

Naturally, Mercedes-Benz trucks

meet all known noise and amission

legislation, but they go much

further. The paints Mercedes use,

for example, are largely water, not

solvent-based. There's widespread

use of recycled materials in the

production process. And none of

the foams or refrigerants used to

make a Mercedes contain ozone-

damaging CFCs.
t

Mercedes-Benz
Trucks and Vans

mats because
t

Features that Men
Into their trucks

cence, we’re plea,

one of them.

Pernwe infomwtion on tlw Uerc*des-8«i2 ranga, serviea and finance packages phanpfr—
orwrite; Mercede»-8en* Truck* and Vans, Dept. Cl, FREB’OST, RMflOS
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Tokyo^proposals will not necessarily clear way into public procurement market

Uphill task to win building orders
By Michiyo Nafcamoto in Tokyo

THE Japanese government's
JH^toopjTv-the'S!
traction market to foreign
companies may appease us
prominent officials and help

SLE"* potions. But it isMkely to take more than the
formal blessings of Japanese
officials for foreign companies
to win a greater share of
Japans public procurement
construction market.

“If a foreign company really
wants to participate in the
market they win benefit from
the new proposals," says Mr
Akira Rokuhara, executive
director of the Research Insti-
tute of Construction and Econ-

omy, a private institute. He
believes they will be able to
win contracts fo these areas.
For a foreign construction

company keen to do business
as a general contractor in
Japan, recruiting the large
numbers of experts they would
need to undertake general con-
tracting work is no easy task.
Such expert? are only avail-

able at the established Japa-
nese construction companies
and without such a skilled
workforce with knowledge of
the Japanese industry; foreign
companies are likely to find it

extremely difficult to carry out
general contracting work.
Meanwhile, the options of

acquiring a Japanese company

or forming a joint venture with
one, providing foreign compa-
nies with access to a skffied

workforce, are also limited,

says Mr Peter. Hedges, chief

representative of Trafalgar
House Corporate Development
Tokyo.

,

“There is a natural inertia

and unwillingness to change;
unless these companies are
being pushed hard by price
and political pressure," they
are generally unwilling to
enter Joint ventures' meaning-
ful for the foreign partner, he
points out

If the experience pf foreign

companies in other Japanese
markets are any guide, it wifi

also take foreign companies

considerable time tobuUd up a
reputation for reliability
which, in Japan, often counts
for more than price competi-

tiveness in winning business.

“Since we use taxpayers'
money we must be sore the

company is reliable,” an offi-

cial at the Ministry of Con-
struction explains, in defend-

ing the Japanese system of

awarding contracts to desig-

nated bidders. “If bids are
opened to any company,' the
danger exists that the work
will be of bad quality. There is

a trade-off between transpar-

ency amt reliability."

Mr Rokuhara points out rvmt

“in construction It is not possi-

ble easily to compare the end

products, as it is in electronics.

So a lot depends on whether or
not a company is reliable.'

But, while the government’s
new guidelines call for “objec-

tive, transparent and publicly

criteria" in determining
a company's reliability, in
japan reliability is more oft*"

judged by local Hum
objective standards.

US computer companies, for

example, in spite of preemi-
nence in world markets, face

an uphill struggle in the Japa-
nese public procurement mar-
ket. Japan’s mar-
ket, like many others the
target of US criticism, is bunt
on a network of relationships

developed over a long time.
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South Africa and Japan in business deals

*
.* :*

*

By Philip Gawith
bi Johannesburg

TWO business deals were
unveiled yesterday between
South Africa and Japan, indic-
ating -closer ties between the
two in a post-sanctions envi-
ronment
A joint venture was unveiled

between two of the world's
leading ferrochroniB producers,
Samancor and Nippon Denko -

Europe to

press US
for Gatt
concession
By David Gardner
in Luxembourg - -

THE . European Community
yesterday warned the US that
it must improve its offer on
market access if there is to he
any chance of meeting the
December 15 deadline for

.

resolving the Uruguay Round
talks on world trade reform.

Sir Leon Brittan, EC chief
trade negotiator, after briefing

EC foreign ministers on the

talks, said the deadline was
“within our reach, but not yet

-within our
:
grasp”,- .

- —. ...

Sir Lean will give a written

account of the talks when EC

;

foreign mmiste’s meet in Brus-

sels on November 8 - a meet-

ing at -which France and its

allies are expected to press

their . misgivings . about the
Uruguay Round. The ministers

had shown "overwhelming
support for the view that the

American response on market

access. . . was inadequate," he
said. :

At July's Tokyo summit of

the Group of Seven industrial

nations, the Quad group — tire

US,. Japan, Canada and the EC
- agreed to cut “peak tariffs"

of over 15 per cant by halt The
EC has lodged an “illustrative

offer" along these lines at the

Geneva talks, and is challeng-

ing the US and Japan to

“respond to what we are

doing," as Sir Leon put it

The commissianjer said that

the EC had 101 peak tariffs cov-

ering EcuLlbn (£855m) in

imports, whereas the US had
683 covering Ecul7.3bn, and.

Japan 495 covering Ecu2.7bn.

Tt is .of
;

course the high tariffs

which are the real obstacle” an

market access, he said.

On the Blair House form
trade agreement between the

EC and the US; to which the

EC, driven by Flench threats
;

to scupper,the Uruguay Bound,

is seeking additions, Sir Leon
declared: “It is not for the

French to move on Blair

Houses the ball is in the Ameri-

can court."
’ "

' -

He implied that the US
refusal- to discuss Blair House

or farm trade was linked to

Washington’s, current absorp-

tion in getting the North Amer-

ican Free Trade -Agreement

with Canada and 1 Mexico

though Congress on Novem-

ber it.. ...
Sir Leon nevertheless sig-

nalled further progress on

talks with ihe US fora speoal

regime for audio-visuaLoin-
t>mtt and broadcasting trade to

protect European cultural

interests, and said other nego-

tiations with the US were con-

tinuing quietly. -

the first large investment by a
Japanese company since the
lifting of sanctions - while the
fuel and chemicals group Sasol
and Mitsui have formed a mar-
keting and distribution alli-

ance for the handling of Sasol
Chemical’s hexene and pentene
in Japan and South Korea.
Sasol will supplement the

currrent hexene production to

meet the growing demand In
these markets and Mitsui wifi.

Calls for

early end
to trade

talks
By Frances WBIam* In Geneva

SUPPORT for a swift and
successful conclusion to the
Uruguay Round of trade liber-

alisation bits came yesterday
from consumer organisations
and the Czech Republic, amid
rising anxiety in Geneva over
slippage in the negotiating
timetable.

1
. Mr Peter Sutherland, Gatt
director-general, has called a
meeting of the top-level Trade
Negotiations Committee for

November L, where he is Bkely
io urge renewed efforts to
thrash out a tariff-cutting

deal.

This month’s feflore by the

US, EC, Japan and Canada to

agree on lower trade barriers

far ferm and industrial goods
means a comprehensive mar-
ket access package for all 115
participants cannot be com-
pleted by November 15 as had
been hoped.
But Mr Sutherland is stiD

pressing for most of the pack-

age to.be settled by then, min-
imising the number of unre-

solved issues
.

for the
“endgame" in the final month
before the Round’s December

.

15 deadline.

The International Organisa-

tion of Consumers Unions yes-
|

today told Mr Sutherland that
j

while the package on the table

was not perfect, it promised a
big improvement, and was
.“incomparably better" than
-the chaos that would follow a

i

breakdown in the talks.

IOCU, width represents 180

. consumer organisations in 70 1

countries, nrged Round negoti-

.

store to ignore the calls of pro-

tectionists and pot the inter-

ests of consumers first. Mr
James Ftrebrace, IOCU direo-.

torgeaund, stod all consumers
suffered because of protection-

tow.
• Mr Vladimir Dtouhy, trade
Tfiintefar cf the Czech Repub-
lic, who also saw Mr Suther-

land yesterday, said a success-

ful Uruguay Rotert-conclusion
•

was essential to.combat pro-

tectionist pressures and pro-

vide the increased access to

foreign markets fails country
needed for faforrgrowth.
Poland, fiiuinff and Slo-

vakia shared; view, he
added. The casualties of a fire-

guay .Roundvfiffinre would be,

inthe short temp* trade-in the

medium term; world economic
growth, and fang term, per-

haps global political stability.

If strmg regionalism and pro-

tectiouist hgrriers were
allowed tonourish, “yon could

mid up with a war, after a
decade, in ffifterenf parts of
the world". .

%
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Pentene is to be supplied by
Sasol for pnxhajticm of polyeth-

ylene plastics. Mitsui will work
with a Japanese supplier on
developing a market for tills

product and other speciality

chemical products in Japan
and Korea.
Samancor and Nippon

Denko, meanwhile, have
formed a joint venture. NST

Ferrochrome, that produces
charge chrome for the Japa-

nese market at a 60,000 tonne
per annum furnace located

within Samancor’s Tubatse
ferrochrome plant NST uses
the Tubatse infrastructure, and
chrome from Samancor’s
nearby, mine, under a
long-term agreement.
Rjunanonr executives said

the fact that Nippon Denko
had ceased production of

charge chrome at Its Hbporikn
plant was a measure of their
wwwmitmwnt to the aw deal.

Mr JCavTrro Kobayashi, presv-

deut of Nippon Denko, said col-

laboration with Samancor, who
had the world’s largest mineral

and production resources in its

field, would ensure a stable
and competitive supply of
Ferrochrome to Nippon Steel

and other major Japanese
stainless steel producers.

Another
brewer to

join China
beer rush
By Emfko Terazono in Tokyo

KIRIN Brewery, Japan’s
largest beer maker, is planning
to form a beer production joint

venture in China with a Chi-

nese beer-maker based in Dal-

ian a Hong Kong trading
company.
The move follows a rush of

leading foreign beer companies
into China's beer market.
Anheuser-Busch, the US pro-
ducer of Budwetaer, bought 5
per cent of Tkingtao Beer last

June, while Carlsberg of Den-
mark is operating a local pro-

duction line. Suntary, another
Japanese beverage maker,
invested in a joint venture in
7ianyimgang in 1984.

fThina produces an fltomal

15m kfi^ties of beer, and is

the world’s third largest beer
market following Ihe US and
Germany.
Brin said it was still negoti-

ating with Dalian Bohai Brew-
ery and Van Tu Trading of

Hong Kong, but it planned to

invest $27m tu beer lines with
production capacity df up to

60,000 kfioBiXBS.
' Kirin will also provide qual-

ity control and other produc-

tion technology.

US demands
could hurt
rival exporters
By MfcMyo Hataanoto

THE US is pressing Japan to
make firm commitments to
boost imports of US goods,
potentially discriminating
against European and other
exporters to Japan.
The US request, in the form

of- a written proposal, was
given to the Japanese govern-
ment last week in bilateral
trade talks. It calls for the
agreement between the two
countries of what amounts to
targets fa increasing purchases
of US cars and car parte.

The nature of the proposal
calls into question persistent
US claims that it is neither set-

ting targets, nor pressing US
interests at the expense of
other countries, as it seeks to
prise open Japan’s market
The proposals by each

side in the talks have not been
revealed publicly. The US has
indicated that it was only try-

ing to pnrsuade Japan to bring
file level of its market open-
ness to the standard of other
G7 countries.

However, white the US pro-
posal does not use the word
target, it uses the same word-

ing as the bilateral semicon-
ductor arrangement which
forced Japan to meet the mar-
ket share for foreign semicon-
ductor manufacturers targe-
ted by the agreement
Furthermore, while the US

also oatte for agreeing effective

targets for the sale of non-
Japanese motor vehicles and
vehicle parts, by attempting to

set a separate target for US
and non-US products, the US
proposal as it stands in effect

puts pressure on Japanese
companies to purchase US
products rather than those of
other non-Japanese motor
parts makers, including Euro-
pean fy»mpani«»g

Ihe distinction between non-
Japanese motor and motor
parts makers in the US pro-
posal also discriminates
against sales by foreign car
makers with Japanese capital
This would include Rover, the

UK company in which Honda
has a stake, as well as Japa-

nese transplants in the UK
Japan has repeatedly

opposed targets for foreign
product sales on the grounds
this would lead to managed
trade.
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brains, not just muscle.

i

’ As. traditional Treas^^^PP^gement disappears in

-changing financial environment, your bank's role

should expand to meet the new challenges. LikeABNAMRO

Bank, whose traders have the largest dealing room on the

European continent at their disposal, linked to all our other

dealing rooms by a global state-of-the-art network.

What’s more, they can. rely on local know-how

and back-up from 1922 branches throughout the world.

That’s the muscle. We’re also evolving into an advisory role

where making a deal is never as important as building up a

long-term relationship, in which price is not the only factor.

new products have to be proven before being sold and where

we always strive for an added value, even in difficult com-

modity markets.

We aim td provide a more client-oriented approach

than merely maximising yields and covering possible risks.

In today's rapidly evolving world it’s clear that we

have sufficient muscle but we’ve also expanded our brain-

power to stay ahead in Treasury Management.
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NEWS: CANADIAN ELECTIONS

Tradition of give and take is swept away ‘headed
Saint:- '•*

'

O NLY a full-blooded rev-

olution could have
matched the upheaval

in Canadian politics caused by
the general election on Mon-
day.

Canada's diverse cultures
and regions have until now
accommodated themselves
within two or three national

parties. The Liberals, the Pro-

gressive Conservatives and
most recently the New Demo-
crats have deep differences on
economic and social policies.

But they have shared a com-
mitment to a united and stable

country where each linguistic

group and region gives a little

and gets a little.

Bernard Simon on
a virtual revolution
in Canadian politics

That tradition will be
severely tested In the new par-

liament. Only the Liberals,
who swept to victory on Mon-
day with 178 out of 295 seats,

remain as a force dedicated to

keeping the country Ln one
piece through compromise
rather than confrontation.

The Conservatives and the
New Democrats suffered such
devastating setbacks that they
have lost their status as official

parties, losing some of their

parliamentary privileges.

Despite winning about one-

seventh of the popular vote,

the Tories' presence in the
House of Commons has been
slashed from 157 to two. The
left-leaning NDP's representa-

tion has shrunk from 44 to 8.

In their place will be two
unashamedly regional groups:

the Bloc Quebdcois, which will

The Liberals

sweep to power

Results*

295 seats

The new parliamentary alignment..

Liberal

178 Mats.

New
Democratic

8 seats

Progressive

Conservative

2808*8 , /

Bloc
QudMcots
—64 seats

Reform

.82 seats

Independent

1 seat

Unofficial flnm raafis compsad tv the nansnwSa from returns provided by the

goMmzna* organisation Sscttari Canada. .

...and the old

Progressive _

Conservative

157 seats

— New -

Democratic
44 seats

Liberal party leader Jean Chretien is mobbed by party supporters yesterday

form the official opposition,

and the Reform party, the
right-of-centre group based in

western Canada.
The Bloc's leader, Mr Lucien

Bouchard, has given notice

that he will use its substantial

representation in Ottawa to

furtber the cause of Quebec
independence. In particular,

the Bloc is likely to try to build

support for its provincial wing,
the Parti QuCbdcois, which
faces a provincial election

towards the end of next year.

The separatists have promised
to hold an independence refer-

endum within a year, if the PQ
comes to office.

The 53 Reform party MPs,
almost all of them from
Alberta and British Columbia,
could be among Mr Bouchard's

most effective weapons in his

struggle for independence.
While Reform leader Mr

Preston Manning insists that

he wants to keep Canada In

one piece, his conditions for

“renewing tbe federation” - in

particular his insistence that
Quebec be given exactly the
same constitutional treatment

as the other nine provinces -

are totally unacceptable to

Quebec.
Reform also opposes official

bilingualism. Whatever the
party's official position, many
of its supporters would shed no
tears if Quebec went its own
way.

Containing these centrifugal

forces will be one of the big-

gest challenges facing tbe new
Liberal government under Mr
Jean Chrttien. However, few

Canadian politicians are better

suited to the task. Mr Chretien,

aged 59, is a Qudbdcois but
believes passionately in a

united Canada.

He is a veteran of almost
every constitutional debate of

the past three decades. Having
entered parliament for the first

time 30 years ago, Mr Chretien

held almost every major portfo-

lio under former prime minis-
ter Pierre Trudeau.
Mr Chretien has been widely

reviled in Quebec in recent
years for, among other things,

opposing the 1987 Meech Lake
accord, which would have
given the province significant

extra powers. But his ability to

make a comeback was demon-
strated by his unexpectedly
large victory on Monday in his

home constituency of Saint-

Maurice in the eastern part of

the province- -

There were other crumbs

consolation for federalists from

the election result One was

that the Liberal landslide

stretched across the countiy-

The Liberals won seats mi
all

10 provinces, and Mr enre*

tien’s cabinet is likely to

reflect that diversity.

Furthermore, one of the two

Conservatives to retain their

seats was Mr Jean Charest, the

youthful deputy prime muus-

ter who was beaten by Ms Kim

Campbell last June for the

party leadership.

Mr Charest is a bilingual and

personable Qufcbdcois who

demonstrated during the lead-

ership campaign that he also

has a substantial following out-

side the province. It would be

surprising if he did not play a

leading role in the coming con-

stitutional wrangle.

Reform and BQ will be send-

ing a large contingent of neo-

phyte MPS to Ottawa. Reform's

unity, in particular, will be

by the contrast between

Mr Manning’s autocratic style,

and the party platform's prom-

ise of looser parliamentary dis-

cipline and greater account-

ability by MPs to their

constituents.
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By Robert Gfcbens in Montreal

MR Lnrien Bouchard, leader of

the separatist Bloc Qu^Wcofc,

was In no doubt as to the

import of his party’s

showing in Monday’s poll.'

“This election is a pivotal

point in the process towards .

sovereignly. Independence is !

the only remaining option

after Canadians twice failed fe

amend the constitution, to .

accommodate Quebec national- -

ism,” he said.

The new parliament would

reflect the real nature of Can-

ada. “There are two countries,

in Canada. Starting today

these two countries must

'

begin talking together man
frankly right In parliament": -

A former member of Causer:

vative Prime Minister Bilan

Mulroney’s cabinet Mr Bou-

chard walked out in 1990 over

the Meech Lake constitutional M
accord, on the grounds that 'i

Quebec did not get enough out

of the plan.

However, the two parties

have yet to prove that they are

more than short-lived wonders

likely to end up as fractious

protest groups. Both owe much
of their support to voters'

deep-rooted desire for change

after , the tough years of Tory

rule, rather than loyalty to

their respective platforms.

Their support may drift away
once the economy picks up.

-"L

Liberal party softens its approach to freer trade
By Bernard Simon

CANADA'S Liberal party has
substantially softened its stand on
North American free trade since the
last general election in 1988. During
that election, which they lost, the
Liberals made abrogation of the US-
Canada free trade pact a key plank
of their policy platform.

By this year's campaign, however,
the Liberals had pledged only to

seek renegotiation, of some elements
of the 1989 accord, the FTA, and the

North American Free Trade Agree-
ment, which includes Mexico. “Abro-
gating trade agreements should only
be a last resort if satisfactory
changes cannot be negotiated,” the
Liberals' campaign platform said.

Nafta is due to came into force on
January 1 1994. Diplomats and politi-

cal observers predict that, with a

little help from President Bill Clin-

ton, the US Congress and the Uru-
guay Round of multilateral trade
talks, the Liberals will eventually
sign on to Nafta in time to meet the

implementation date. The outgoing
Progressive Conservative govern-
ment pushed Nafta enabling legisla-

tion through Parliament last sum

mer. Only formal promulgation is

required to put it into law.

The Liberals pledged in the cam-
paign to seek four specific “improve-

ments" to the FTA and Nafta: a sub-
sidies code, an anti-dumping code, a
more effective dispute settlement

mechanism, and the same protection

for Canadian energy producers as is

envisaged for Mexico.
Some Liberal concerns would be

addressed if tbe Uruguay Round is

successfully wrapped up this year.

The previous Conservative govern-
ment tried but foiled to negotiate a
subsidies package in the 1989 FTA.
Anti-Nafta pressure on Mr Chretien

would also be eased If the US Con-
gress ratifies Nafta. Votes are sched-

uled in the Senate and the House of

Representatives next month.

On other issues, diplomats predict

that Ottawa and Washington will

find a face-saving formula which
will enable Mr Chretien to point out
that his concerns are being met, and
allow him to proceed with imple-

mentation of Nafta. A visit to Wash-
ington will be among the new prime
minister's early priorities.

President Clinton said yesterday

he did not expect the election to

have an impact on Nafta.

The results of the election should
also make it easier for Mr Chretien

to press ahead with Nafta. The left-

leaning New Democratic Party, the

only parliamentary group unambigu-
ously opposed to Nafta, ended up
with only eight seats in the House of

Commons. The two regional parties,

the Bloc Quebteois and the Reform
party, which will form the bulk of

the opposition, generally favour the
free trade agreements.

Even within the Liberal party
itself, support for free trade is more
vocal and opposition more muted
than it was five years ago.

In the three years since he -

has built tbe BQ into the most

popular party in the province

and the legitimate voice in

parliament of most of Its

French-speaking majority.

Yet despite the BQ’s impres-

sive sweep of 54 of the prov-

ince’s 75 seats, federalists in

Quebec have far from given up
the fight Mr Bernard Roy, for-

mer chief of Cabinet for Pre- ^
mier Brian Mulroney and head (I

of the Montreal Chamber of

Commerce, said: “English Can- g
ada will never tolerate a sepa-

“

ratist party In the Commons
forming the official Opposi-
tion.” How can the Bloc repre-

sent all Canada? The Bloc got

two-thirds of the Quebec seats

with only half the vote. We’ve
see primarily a protest vote.”

Mr Bouchard was careful to

preserve a conciliatory tone
when he addressed party
workers in his campaign head-
quarters in Alma, Quebec.
“We’re not out to destroy fed-

eral Institutions and Canada,
but to win a better deal for
Quebec,” he said in English.
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Akulel GSM. One Phone, one Europe.
To eachperson theirown phone.Aphone that

gives you greater mobility and greater flexibility.

A phone that will give you freedom throughout

Europe.

As the world leader in communications

systems we, at Alcatel, are uniquely qualified to

make this a reality.

A reality based on our experience that deve-

loped the Alcatel 1000 family/ making Alcatel the

world'sfop supplierofdigitaltelephone switching.

Experience that has earned Alcatel the

No. 1 position worldwide in public line transmis-

sion and microwave systems.

Today, Alcatel has translated this into our offer

in GSM,the Global System for Mobile communi-

cations, that spans everything from the network

infrastructure to a complete family of portable

and handheld terminals.

Alcatel GSM. We establish permanent finks vroruTcom
^ ^ *** «P«*worlds commumcahons systems leader ?

Hopes f

Alcatel NV,Wodd Trade Canter, Shcwwndcykxjn 341, NL 1077 XX Amsterdam The NetheHandt

v? ONE PHONE
ONE EUROPE ’

V

\J5j>



fcv-'t

ie
bec

"aded

ward
s

^
-ed

0ltl
:

moves

*

*

.

.* -^v
-

.. .

Bank
in support of
Canadian $

NEWS: CANADIAN ELECTIONS

1

***. ^5taa*
fc

I*i5S
**£»

£:» SS»

i. "rlESS^
s ; emuiai
td;-" S!!fs

S4s

v SnjSjj

, _
pP4t-SJ K2J33

A*?-'
- - «a:j.
#“- “..»r Ur^r-Cr
- ' n.* a^na.-ij.;,
r~,-.zr .-.c t _. -

-

ilr-. - v—-.

.

:t' y"“’^ aS?
** 'E^aife .

;
"

]
• ;= S: f^r

’

:: r- zii.ivin,

^5’jkLs-
-: i-sas'a,^.

~ !S?Q«c
• •-
'-''•••• sPC*S
• -j '^si

• •' \ zl c
: v’ r.i L iir

ta sis
i 5ti

-
:

:•;. :.- st: z :z

i

By Our Foreign and
financial staff

THE . Bank of Canada
intervened to support the
Canadian dollar yesterday as it
fell sharply following the
results of the general election
and worries about a resurgence
of separatism.

:

The. central bank was seen
selling US dollars and buying a
volatile Canadian currency as
the latter initially fell more
than 2 cents against its OS
counterpart to hit a low of
C$1,326.

SSCT22KE3
The Canadian dollar had

weakened on electoral uncer-
tainty but picked up just
before the result on the belief
that a strong Liberal govern-
ment was better than a weak
conservative one.

~

The Canadian currency
steadied later to close in Lon-
don at C$132 to the OS dollar.

In contrast Toronto equities
remained generally unmoved,
with the TSE composite index
up 8.15 at '4,163.41 by midday.
On Wan Street, economists

were surprised by the extent of
the Conservative defeat ."The

joke around here is that it.was
the greatest defeat of any
standing government in the
post-Babylonian era,” said Mr.
jBruce Kasman, senior interna-

tional economist with Morgan
Stanley in New York.

“This wasn’t just a defeat for

the Conservatives,” said
another analyst “Q was a total

disappearance.” But opinions
differed on the Impact of the
Liberal victory on Canadian
financial markets, mainly
because of uncertainty about
the new Liberal government's
economy policy.
Mr William Sterling, interna-

tional economist with Merrill
Lynch, said that if Liberal
leader Mr Jean Chretien "goes
for growth” with some form of
fiscal Stimulus. P.ar>flriinn hftnd

and currency markets could
suffer because of the implica-
tions such a policy would have
for the C$35-5bn federal deficit

Economists say a lot
depends on whether ratings
agencies downgrade Canadian
government debt at the first

sign of an expansionary fiscal

policy. “The view in the mar-
kets is that the rating agencies
are going to have quite a bit of
influence on how much lati-

tude the incoming government
has,” said Mr Sterling.

: As for US investors’ view of
Canadian wiaikartn, Mr Kasman
said: “Investors here like the
high yields relative to the US,
bill there is concern about the

role of the Bloc Qufibteois in
pariiameit, and concern about
regional fismgfnentatfon of the
Canadian political scene.”

Mr Kasman believes the
main risk in terms of financial

markets is a dedining Cana-
dian dollar, “investors know
the Bank of nanaria is already

in the mode of trying to ease

interest rates, and is willing to

accept the price.”

That price la a further depre-

dation in the Canadian dollar.

Laden Boochardr-Quebecloader in confident mood Khn Campbell yesterday: absolutely nothing to smile about

Prospects rise for steady growth
There have been productivity improvements, writes Bernard Simon

CANADA'S Liberal party
inherits a domestic economy in

vastly better shape .than the

one It left when it was last in

office In the early 1300s.

After more than two years of

severe recession, a gradual eco-

nomic recovery has begun. The
Conference Board of Canada
recently predicted GDP will

rise by 2.4 per cent in real

terms this year, accelerating to

3 per cent growth in 1994 and
&5 per cent in 1995.

Inflation Is below 2 per cent,

well ahead of the targets set by
the outgoing Progressive Con-
servative government two
years ago. Meanwhile interest

rates have tumbled to their

lowest levels in two decades.

While the recession and free

trade with the US have
brought pain to

,
many Cana-

dian businesses and their

workers, they have also

encouraged significant
improvements to productivity.

.

Mr William Macdonald,
Toronto lawyer and economic
consultant, says Canada Is 45
years into a 12-year restmct-

THE ECONOMY
urlng which. If successful,

could give it (me of the best

combinations to the industrial

world of mutually reinforcing

monetary, fiscal, exchange rate

and trade policies.

The Business
.
Council on

National Issues, which repre-

sents ISO chief executives of
the country’s biggest compa-
nies, said yesterday that its

judgment of the Liberals would
depend on their handling of

four issues: government spend-

ing, free trade with the US and

Mexico, tax reform and mone-
tary policy.

Ah major parties promised

In the election campaign to
contain or cut the federal gov-

ernment’s C$355bn (£17.4hn)

budget deficit

The Liberals said they would
bring the deficit down to 3 per

cent of GDP, from Us present

level of 53 per cent However,
economists are nervous, that

with two regional parties on
opposition benches and the
threat of Quebec secession, the

liberals wffl be hard-pressed to

resist demands to loosen the

pursestrings.

One of the most crucial deci-

sions facing the new govern-

ment is whether to reappoint

Mr John Crow, Bank of Canada
governor, to a second sevext

year term. Mr Crow's first (mm
expires early next year.

Mr Jean Chritten, Liberal

leader, suggested before the

campaign began that Mr Crow,

whom many fiawwiWawa blame
for the recent tough times,

would have to go, hut party
nfftefato have showed an appre-

ciation recently of Mr Crow’s

value in bolstering foreign

investor confidence.

The Liberals are more mag-
matic and business-oriented

than they were under Mr
Pierre Trudeau in the 1970s

and early 80s. But the party

also stm contains an interven-

tionist «nd nationalist wing.

The degree to which the new
government will be willing to

accommodate business's - and
especially foreign investors’ -

preferences to economic policy

will become clear when it

tables its first budget and
decides on Mr Crow’s future.

Hopes fade for UK-Italian helicopter purchase
By Daniel Green

HOPES were fading yesterday

in the UK and Canadian aero-

space industries over the fete

of a C$5Sbn<£235bn) Canadian
order for helicopters from a.

UK-Italian consortium.

Mr Jean Chrfitien, the leader

:

of . the triumphant Liberal

party, promised during his

campaign that an incoming
Liberal government’s first acts

would include cancelling the

order for the EH-101 helicop-

ters, which was placed In Octo-

ber 1992 by the outgoing Pro-

gressive .Conservative
government
Westland, the UK partner in

the EHL01, said yesterday that

it would “wait ami see” how
Mr Chretien acted. But it is

clearly bracing itself for the

loss of the order, which would
ait £400m off its £L9bri order

book.
The original order was for 35

sea patrol helicopters and 15

search and rescue variants.

However, a cut to 43 to total

was mooted as part of the gov-

ernment’s budget reduction

programme.

The main contractors for the
helicopter are EH Industries, a

joint venture between the UK’s

Westland Group and Agusta of

Italy, and Paramax, a Cana-

dian company controlled by
Unisys of the US.
EH Industries would have

supplied the baric aircraft,

while onboard systems would
be provided by Paramax.

Opponents of the deal argue

that such a large order for

essentially defence aircraft

used, for example, to subma-

rine hunting, was Inappropri-

ate to a post-cold war defence

policy.

The deal’s supporters argue

that the Canadian forces

urgently need to replace their

ageing fleet of Sea King and
Labrador helicopters.

= THE AMERICAS

Clinton seeks
$10bn in cuts
By Jorek Martin bi Washington

PRESIDENT Bill dinton sent
to Congress yesterday an addi-

tional $l<Jbn to spending cuts
over the next five years and
unveOed a simplified govern-
ment procurement programme
that officials grid could save as
tnndi as ywjpjn over
period.

Both proposals and their
Claimed economies are likely to
meet stiff challenges to Con-
gress. A bipartisan group
under Congressman Tim
Penny, the Minnesota Demo-
crat, is pressing for an extra
SlOOfan spending cuts, while Mr
Leon Psnetta, budget director,

conceded congressional experts

believed the changes to pur-

charing rules might yield only
$3bn-$5bn. -

Under the Clinton proposal,

$L8fan would be saved by cut-

ting programmes,
such as ending federal subsi-

dies for wool, mohair and
honey production. The rest

would come from assorted

savings across government,
most notably in the Depart-
ment of Agriculture, brought
about under the auspices of the
National Performance Review
directed by Vice-President A1
Gore.
The first part of yesterday’s

package is incomplete, officials

said, because Congress has yet

to finalise four appropriations

bills for the current fiscal year,

which began, this month. Fur-
ther cuts of $lbn-$Zbn will be
sent to Congress when the bills

have passed.

Mr Clinton sounded defen-

sive on the slyp of the spending
cuts, saying: “If they aren’t
passed, IT1 come back with
more.” But he waxed more elo-

quent on efficiency savings,
rtniming they could free funds
for greater law and narcotics

enforcement
He signed an executive order

under which federal agencies
will begin accepting contract
bids by computer, with the
ultimate goal that this will

apply to. all the estimated 20m
contracts worth a total $200bn
the government signs each
year. It Is also intended that all

federal salary and pension pay-

ments be made by electronic

transfer.

Changed purchasing rules

would also increase to $100,000

from $25,000 the size of con-

tracts that can awarded with-

out extensive auditing proce-

dures. This, the president
rifarimori, would open up many
opportunities to small busi-

nesses.

But the main target was sim-

plifying defence procurement,
with the aim of obliging the

military to buy supplies off-the-

shelf at best prices.

EC joins US in

push on services
By George Graham
in Washington

THE European Community is

to join tiie US push to make
Asian and Latin American
countries open their financial

services markets more widely

as the Uruguay Round of trade
liberalisation talks comes to a
clima*

Mr Lawrence Summers, the

US Treasury undersecretary in

charge of international affairs,

said yesterday the EC had
agreed to follow the US exam-
ple by sending high-level offi-

cials to several emerging mar-

kets in an effort to “help
unblock the Geneva logjam.”

Mr Summers mid the Clin-

ton administration’s decision

to back legislation authorising

restrictions on the expansion

of banks and financial service

companies from countries

which do not allow equal
access to US businesses would
soke as a lever to secure addi-

tional concessions in the sector

before the conclusion of the
Uruguay round.

“The offers frommany of the

participants in the negotiations

are simply not good enough,”
he said.
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The pertinent fears of ‘apartheid’s children adb
Philip Gawith on how a conservative alliance has highlighted the key issue facing South Africa s constitution w

I
T WAS no roll call of honour.
Indeed, some commentators
called it an unholy alliance of

apartheid's children, the five leaders

of South Africa’s new conservative

Freedom Alliance facing the press

together for the first time.

They posed for their team photo
earlier this month in a nondescript

Pretoria hotel, in front the three
black leaders, chief minister Mango-
suthu Buthelezi of Kwazulo, Briga-

dier Oupa Gqozo of the Ciskei,

President Lucas Mangope of Bophn-
thatswana, and behind them the two
Afrikaner leaders, Mr Ferdie Hartz-

enherg, leader of the Conservative

Party, and General Constant! VUjoen
of the Afrikaner Volksfront Stony
wrote it off disparagingly as stricken

at birth by internally contradictory

policies.

When, however, only a few days
after the alliance’s formation. Presi-

dent F W de Klerk told the Cape
congress of the National party that a
referendum might be necessary to

break an impending constitutional

impasse, this strange union began to

appear in a different light.

Taken together the two events

have brought into focus the key con-

stitutional conundrum toeing South
Africa: how to reconcile the power of

the majority with the fears of minor-
ities.

This issue has always been at the

heart of the constitutional debate.

What is now clearer than ever is

that, despite nearly two years of
negotiations, it remains fundamen-
tally unresolved.

The most obvious symptom of this

is the ainariftP itself, representing a
considerable body of conservative
opinion, which stands outside and.

wholly opposed to the Multi-Party

Negotiating Forum (MPNF) where
the country’s constitutional talks

are being held.

As President de Klerk said, the

negotiating process has become bog-
ged down and needs to be revived.

“It cannot continue like this. Our

ANC would win 50-67 per 3

popular vote, while the NP is In the

12-17 per cent range.

Prof Schlemmer believes tte

dam Alliance needs to be taken seri-

ously because its decision to negoti-

ate as a single bloc gives it

considerable leverage comparedwth

when most or all of Us constitutes

were negotiating on
teigis and were susceptible to bemg

played off against each other.

He says it is a much more formida-

ble grouping than in its earlier

incarnations when it was little more

than a loose assortment of parties

that had something to lose. Now,

argues Professor Schlemmer. South

Africa has seen the emergence of a

“minority-based political position .

He disagrees with those who say

the alliance is an artificial construct.

approves

$76.5m

loan to

Vietnam

“It has a very, very coherent posi-

tion. It Is the minority rights posi-

VUjoen and Hartzenberg with, left to right, Mangope, Gqozo and Buthelezi: they may command as much support as the National party

country cannot afford that negotia-

tions lose their momentum. There is

no question of turning around.”

What recent events have made
clear is that there are only two real

options. Either the government and
the ANC. the dominant players at

the constitutional talks, are going to

have to make significant concessions

in this next few weeks on the issue

of a more federal system - which the
Freedom Alliance has made a cen-

tral plank of its demands - to bring

the alliance back on board; or the

government and the ANC are going
to press ahead without them.

The problem with the latter course
is that it would require a referen-

dum, in which the MPNF obtained
commanding public support, to legi-

timise it

The ANC, after initially making
supportive noises, has said it does
not support a referendum, appar-

ently believing that for the ANC and
Air de Klerk’s NP to be seen support-
ing the same issue would be to lend
the NP undeserved credibility in the
run-up to elections.

How to keep negotiations moving,
preferably with, hot possibly with-
out, the alliance is sure to be the

main subject of discussion at the
twoday retreat where government
and ANC negotiators are currently

locked away.
To date the government has laid

more stress on trying to accommo-
date the alHarirg, while the ANC has

been uncompromising in its commit-
ment to honouring existing time-

tables, in terms of which all out-

standing constitutional issues must
be resolved by November 5. Mr Cyril

Ramaphosa, ANC secretary general,

said on Monday that if the Freedom
Alliance was not on board by then,

the boat would leave without them.

Those commentators who believe

the current draft constitution is still

tor from federal, and who take the
disruptive potential of the alliance

more seriously, take a more concilia-

tory line.

Among them is Professor Law-
rence Schlemmer of the Human Sci-

ences Research Council and South
Africa’s pre-eminent pollster. He
says the Freedom Alliance probably
now enjoys about the same level of
support as the NP, giving it a claim

as the country's second-largest polit-

ical grouping after the ANC.
Recent polling data suggests the

tion.”

There are many who caution

against premature efforts to blud-

geon the alfianna into line through a

referendum. The newspaper Busi-

ness Day argued recently: “A refer-

endum majority, however large, will

not shield the winners from the vio-

lence that an exclusive settlement

win bring.”

The same, of course, applies for

efforts to proceed without the Alli-

ance. There is considerable support

for the view that the current draft

constitution is not adequately fed-

eral in its nature. Professor Mervyn
Frost of Natal University argues that

the various pretexts - minimum
standards, maintenance of economic
unity, unreasonableness - whereby
the central state can interfere in the

affairs of a region are inimical to

federalism.

Political analysts are having
increasingly to resort to the poker

analogy with the ANC and Freedom
Alliance seemingly determined to go
right down to the wire before reveal-

ing whether they are prepared to

makp any compromises.

THE Asian Development Bank

yesterday approved a S7&5m

(£50.6m) soft loan for Vietnam,

the ADB’s first credit to fiat

country since the mid of fee

Vietnam war in 1975, writes

Victor Mallet from Bangkok.

The ADB’s announcement

!

was the latest move by a mul-

tilateral institution to resume

aid to Vietnam. The OS

decided in July to stop orn*
ing international assistance

for Hanoi, allowing the IMF,

the World Bank and the ADB
to finance the country's eco-

nomic reform programme aid

help repair its infrastructure.

The ADB’s first loan, inter-

est-free and repayable over 40.

years with a 10-year grace

period, is to finance irrigation
\

projects. The bank has granted

a further $l-8m for technical

assistance to help develop

water resources.

mo^vi

Thai workers
urged to quit

The US has asked Thailand to

withdraw some 200 migrant
workers from two Libyan

building projects because the

sites are bunkers which could

be used to make chemical

weapons, US officials said yes-

terday, writes Victor Mallet.

They named three private

Thai companies said to be
involved in the design, con-

struction and supply of skilled

Japan takes the lead in resumption of aid to Kenya Burundi
By Leslie Crawford in Nairobi development and balance of are currently in Nairobi assess- suspended balance of pay- est creditor, in an awkward loan earlier this year, and vUllU

nenwiunfo imr rrrtirnrMW/infV OAmWlif whamM \Tnrrnm linv rn mTnHfth 4m bwuiI wM f* m An,

JAPAN yesterday became the
first donor government to
resume financial assistance to

Kenya following an interna-
tional freeze on aid of almost
two years.

The Japanese embassy in
Nairobi said the Y8.25bn
($77.83m) loan was for export

development and balance of
payments support
The resumption of Japanese

aid comes at a critical time for

Kenya, which is expected to

present its case for financial

rehabilitation at a consultative

group meeting of international

donors in Paris next month.
World Bank and Interna-

tional Monetary Fund teams

are currently in Nairobi assess-

ing the government’s commit-
ment to reform. But negotia-
tions on a medium-term
economic programme, accept-

able to the Kenyan govern-
ment and the IMF. are report-

edly bogged down on the issue

of para-statal reform and cor-

ruption in the state sector.

The donor community

suspended balance of pay-
ments support in November
1991, citing President Daniel
arap Mol government’s poor
record on human rights, politi-

cal freedom and economic mis-
management-
japan’s decision will be seen

by Kenya as a reward for its

progress with reforms but it

has placed Japan, Kenya’s larg-

est creditor, in an awkward
position in relation to the rest

of the donor community.
Mr Masaki Koito, economic

attache at the Japanese
embassy, said the export devel-

opment credit, co-financed
with the World Bank, had been
negotiated before the 1991 aid

freeze. The World Bank had
disbursed its $85m share of the

loan earlier this year, and
Japan was doing ao now
because Kenya had met an the

“technical conditions” of the

programme, he said.

“This does not mean that we
are folly satisfied with Kenya's
economic progress," the Japa-

nese diplomat added. “Kenya
still has to tarVjp considerable

reforms.”

appears
to falter
By LesOe Crawford in Nafrobi

labour for two underground
sites at Tarhuna. "We believe

they are chemical weapons fac-

tories,'* said one US official.

Earlier this month, Thai
police arrested Mr Viroj Saknl-

mutita, owner of a company
called W&M in the northern
town of Chiang Mai, accusing
him of illegally sending Thai
workers to Libya. Mr Viroj,

who denied the charge, saying
he was building bomb shel-

ters, was released on bail.
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PALESTINIAN negotiators
yesterday pressed Israel for a
more rapid and extensive
release of prisoners as the two
sides resumed peace talks at

the Egyptian resort of Taba.
The negotiations centre on

the transfer of limited powers
to thp Palestinians in the Gaza
Strip and the West Bank town
of Jericho and are due to be
completed by mid December.
The Palestinians, while wel-

coming this week’s release of

617 prisoners, stressed that
many more of the estimated
11.000 stfl] held had to be freed
in order to win greater popular
support. They also insisted
that prisoners from factions
other than Fatah, headed by
Mr Yassir Arafat, had to be
included.

“We are not happy,” Pales-

tinian delegate Saul Abu Ziad
told reporters in Taba. “We are
trying to make peace between
Palestinians and Israelis -not
between Israel and a faction of
the Palestine Liberation Organ-
isation. If peace has a broader
base it will have wider sup-
port”

Israel has so far refused to

free prisoners belonging to rad-

ical Islamic groups, such as
Hamas and Islamic Jihad.

’ Mr Yitzhak Rabin, Israel's

prime minister, said in a radio

interview yesterday that the
agreement with the PLO pro-

vided only for the release of a
limited number of prisoners at
this stage. How many more
could be freed would depend
on the progress being made in
the peace negotiations and on
the implementation of the dec-

laration of principles signed in

Washington on September 13.

Mr Rabin added that the
peace process enjoyed wide-
spread public support but it

had to pass through certain dif-

ficult stages. One of those was
the release of Palestinians.

Meanwhile in Damascus one
of the radical Palestinian
groups opposed to the outline
peace agreement said it had
agreed with Mr Arafat's Fatah
movement to end clashes in i

the Gaza strip.

The Popular Front for the
Liberation of Palestine led by
Mr George Habash said the
agreement was reached during
talks in Gaza between repre-
sentatives of both groups.
“Both sides condemned the

clashes and agreed to act to
stop them immediately. Agree-
ment was also reached to avoid
any contacts which might lead
to renewing these clashes,” the
PFLP said.

A MILITARY coup in Burundi
appeared to be faltering yester-

day after army generals asked
the prime minister to come out
of hiding and form a new civil-

ian government
But there were doubts about

the army's true intentions and
the surviving members of the
former government stayed in
their refuge in the French
embassy in Bujumbura,
Speaking from the French

embassy. Ms Sylvie Kinigi, the
prime minister, called on
Burundi’s military to return to
barracks. Her address, broad-
cast on state radio, announced
an end to the dusk-to-dawn
curfew. She said the borders
and international airport
would re-open soon.

Army generals on Monday
asked her to form a new gov-
ernment, blaming the coup and
the assassination of President
Melchior Ndadaye on a handful
of mutinous soldiers. Mr Nda-
daye. Burundi’s first democrat-
ically elected leader, had
assumed office only three
months earlier.

But Burundi diplomats
abroad said they had reason to
believe that those who were i

now disowning the coup had in
feet been its architects.

"Their about-turn could be a
trap,” said Mr Joseph Bangur-
anbona, Burundi’s ambassador
to Nairobi, “We have no guar-
antees that if civilian leaders
came out from hiding, the kill-
ings would not begin again.”
Mr Banguranbona said the

coup had unleashed a wave of
ethnic killings in the country-
side. The Hatus, Burundi’s
most numerous tribe, were
reported to be killing Tutsis in
revenge for the murder of Pres-
ident Ndadaye. who was a
Hutu. Tutsi soldiers were also
massacring Hutu villagers.

Unesco aims at

resources shift
Unesco Director-General
Federico Mayor yesterday
announced plans to move
resources from staff to pro-
grammes, Reuter reports from
Paris. About SiZOm of the pro-
posed $455m budget would go
to field units, raising their
share of operational funds
from 38.2 to 45 per cent, he
told the organisation’s general
conference.

Basic education, Unesco’s top
priority, was to get nearly 39
per cent of the budget <*lm
more than in the previous two-
year period). Science would
get 22.5 per cent, with culture
winning 17.2 per cent, commu-
nication 11.2 per cent and
social science 10.3 per cent

Hijackers deny
political link
Gunmen holding 28 hostages
on a Nigeria Airways aircraft
in Niger have denied any links
with Nigerian politician Mosh-
ood Abiola, Mr Abdoulaye
Souley, Niger’s transport min-
ister, said yesterday, Reuter
reports from Niamey.

First reports when the Air-
bus A310 was seized on Mon-

m h«a<*ere wanted
Mr Abiola appointed presi-
dent, Tour months after the
cancellation of Nigerian elec-
tions he was set to win. But
Mr Souley said the gunmen
claimed Mr Abiola was as
much a pillager of the Niger-
Jan people as former military
leader Ibrahim Babangida,
who turned over power In
August to a military-appointed
Lilian government
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JAPAN'S economy is hovering
between recovery and decline,
the government's official fore-

casting agency said yesterday.

The latest monthly report
from the Economic Planning
Agency showed that the diffu-

sion index of economic indica-
tors stood at 50 last month,
exactly the dividing line
between growth and contrac-
tion.

This is a slight improvement
from July, when the index
stood at 40, the third consecu-
tive month for which it had
fallen below 50. The index mea-
sures the economic outlook for
the coming six months, but
can be unreliable, since it had

indicated a recovery In the
first four months of this year.
Among the index’s compo-

nents, money supply, machin-
ery orders and housing starts

continued to rise in August, as
in previous months. Tim main
changes in trend were job
offers, which increased for the
first time In five months, and
industrial stocks, which
started to decline for the first

time in six months. Overall
construction orders were
down, however.

The agency's other two main
indices showed a slight
improvement in August The
index of coincident indicators,

which measures current eco-

nomic conditions, stood at 50J)
last month, against zero in

July, while the index of lag. becauwging indicators, which traced » Profit-
economic trends in the oast mJfP

9
? it difficult to

-one nt ma • meet its tal-fratwas at 42.9 in August, against
a 21.4 a month earlier.

Agency officials warned thatweak industrial production
could pull the coincident index

meet its target of 3.3 per cent
growth in gross national prod-

S£L?“ admitted Ms
Kubota, the economicme euuui

pfenning agency minister.r~
,

wiuument index Thn itdav.7j
back below 50 in September aiiv“lf

PA forecast k gener-
and October. Their ferns we» even to other gov-•urn uemoer. Their fears were
reinforced yesterday by an
announcement from Mard-T
the car producer, that it aims ^n°mists believe the econ-
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Japan yesterday
ductaon in line with reduced SSSfl? 2“ tate*t to down-
demand. Its forecasts, from 0.6 per
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0*?1 fw the year to
meanwhile cut managers’ win S- to a 0.3 per cent
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British Coal wins big order from Denmark
By Michael Smith

BRITISH COAL, the state-owned
corporathm, has won its big-EIT688 order Since it begaa“-sting the market tor potential a*i?s^Ma«h and is on couS toSS^*ts by more than 60 per cent this

concluded with a Danish^WcIty ®““»tor for 100,000
was achieved against intend

wernattonal competition. Shipmentsbegan this week.
It will help British Coal counter

arguments, which have been voiced
by MRs. and may resurface today in a
house of commons, debate, it has

.

been sluggish in winning extra sales..
Tbe agreement, disclosed by inter-

national Coal Report, a Financial
Times publication, will also provide a
test for the government in how tor it
is prepared to go in subsidising- coal

In its policy document published in
March the government said it would
provide subsidies for rales to UK elec-
tricity generators and indicated that
up to ESOOm was available.

Since then the generators have
shown a marked unwillingness to buy
additional tonnages this financial

year at least
But the government last week said

it would subsidise a British Coal deal

to sell L2m tonnes to Alcan, the alu-

minium company, in the north east of
Rnglanri

. The Department of Trade and
Industry fa considering British Coal's

request for a subsidy for the Danish
contract, which is with SK Power for

its Copenhagen plant
British Com raihsed to say yesteiv

• day what price it had agreed for the
Danish contract However it is likely

to be significantly below the £35 a
tonne British Coal's existing contracts

with the UK generators.
- ICR says Danish companies have
recently bought coal for as little as

930 a tonne.

The contract means British Coal
will sell about lm tonnes of coal over-

seas this year, compared with OOOJOOO

tonnes last year.

Imports have also increased, how-

ever, from 400,000 tonnes to about
800,000 tonnes, according to latest fig-

ures from British CoaL
The order will not affect signifi-

cantly the decline in jobs in the deep
mine coal industry.
• Lady Thatcher believes the govern-
ment has failed to honour its debt to
the Union of Democratic Mtoework-
ers, which opposed the National
Union of Mtoeworioers’ strike of 1965.

In tonight's episode of the BBC TV
programme Downing Street: The
Thatcher Years, she said: “I under-
stand now that those marvellous
working miners, the Democratic
Union, feel a sense of betrayal.”

UK
economy hits

employers
By Emma Tucker,
Economics Staff

IN THE last four months UK
manufacturing output was flat,

export orders fell, more jobs in
industry were lost and busi-
ness confidence weakened, the
Confederation of British Indus-
try said yesterday.

The employers' organisation
said its gloomy quarterly eco-
nomic survey strengthened the
case for an early reduction tn
Interest rates by confirming
that the pace of economic
recovery has slowed sinew the
summer.

Sir David Lees, chairman of
the CBI’s Economic Affairs
Committee said: The recov-
ery, while still moving slowly
forward, is fragile, with consid-
erable uncertainty about the
prospects for exports.”

He urged ' Mr Kenneth
Clarke, chancellor^ of the
exchequer, to take advantage
of subdued inflationary pres-

sures to lower interest rates.

The CBTs message contrib-

uted to a sharp drop in share
prices with the FT-SE 100

share index closing down 19.5

at 3165-3. The pound lost early

gains against the D-Mark to

close unchanged on the- day,
and fell over half a cent
against the dollar. S closed in
London at DM2.4875 and
$L4796.^ :

,

•

Althou^ manufacturers still

hope to see a modest Improve-
ment in demand and produc-

tion over the next four months,
the results of the survey - cov-

ering 1316 companies responsi-

ble for two millitm employees
- will add to a growing realisa-

tion that sluggish demand in

continental Europe fa holding

back recovery' in the UK.
It comes as Mr Clarke is

weighing options for next
month's budget Evidence that

unit costs in industry remain
exceptionally low, while com-

panies have no intention of

investing in plant and machin-

ery, may tip the balance in
favour of another interest rate
cut, evui though official infla-

tion figures have recently
started to creep upwards.
The CBI reported that for the

first time since the survey was
first conducted in 1958, more
companies expect unit costs to

fall than to rise. Over the past
four months, more companies
cut their output prices than
raised them.
Investment in plant and

machinery is not expected to

increase, white investment is

buildings fa expected to falL

Companies report, however,
that they intend to spend
money on innovation and
training over the next year.

Exports remain a key source
of weakness with the cheaper
pound proving insufficient to

overcome lack of demand from
continental Europe.
The survey indicated that

manufacturers have, made far-

ther marked cuts in export

prices.

The CBI warned that if man-
ufacturers’ expectations of a
pick up in export demand over,

the next four months aredisap-

pointed, then “it te likely that

the recovery: could be very
sluggish into the New Year”.
The outlook for jobs in man-

ufacturing was not good.
According to the. CW another

,33300Jobs.wHl .be tost over the
next three months with large

companies planning the big-

gest cuts.

The survey, which covered
more than 1,300 companies in

50 different industries, found
that tire number of manufac-
turers reporting a rise in new
orders during the past four
months equalled those report-

ing a drop. The balance was
also flat for output
The CBI said

,
small busi-

nesses had fared better during
the past four months than big

.manufacturers.
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• Nissan to build, axle plant • Land Rover increases workforce

Vehicle

makers
forecast

expansion
By Chris THUw -.

and John Qrtfflths
’

TWO UK-based vehicle makers
announced expansion plans
yesterday, underlining the
resurgent competitiveness of

the industry in the face of fall-

ing ^arngnri and output In con-

tinental Europe.
Nissan, the Japanese car-

maker, is proposing a £26m
expansion at Its £900m Sunder-
land plant in north east
England, even though ft is tem-
porarily halving output from
the site because of weak Euro-

Meanwhile, Land Rover is

taking on another 300 workers
to increase production of its

fonr-wheel-drive. vehicles in
central England. The expan-
sion will bring to 600 the total

recruited since September by
Laud Rover, a subsidiary of the

Rover group owned by British

Aerospace.

Nissan’s -new investment at
Sunderland has been prompted
partly by the strength of the

Japanese yen; the expansion
includes a £16m rear axle sub
assembly plant, replacing
imported axles made by Nissan
in Japan. :.

Nissan Motor Manufacturing
UK declined yesterday to say
what reduction would result in

the production cost of Sunder-
land-made cars.

'Hie company, which has cut

Sunderland's J993 output from
270,000 cars to 246,000, also
refused to specify the planned
capacity of the axle plant, due
to begin open to 199K
Although more than 80 per

cent of components by value
come from European suppliers,

the company plans to continue

importing transmissions and
engine blocks, tbB most stogie

expensive components, from
Japan.

Nissan fa also suspending
night-shift for its 2.400 produc-

tion workers from November 8

until the end of December.
Output in 1994 may be below
246300 cars, but the company

An enthusiast examines the latest offering yesterday from Triumph, theUK manufacturer, at the
Motor Cycle Show in Birminffoam. While domestic car sales are recovering motorcycle executives

believe their sector is now bottoming out after more than a decade of decline

.says it is investing for the
future.

At Land Rover, the latest

recruitment campaign vritl lift

the company's total employ-
ment to 8,700 and put it on
course to achieve record pro-

duction levels.

Total -output will be running
at an annualised rate of 83,000

units when the latest additions

to the work force are fully

operative from November 8. As

a result, this year the company
expects to exceed not only last

year’s production of 57.000.

In September the workforce
was increased with the intro-

duction of a night shift at Soli-

hull, lifting Discovery produc-
tion from 700 a week to 900.

From November this will rise

Anther to IjOSO a week.
The increases mean that the

Solihull plants will be produc-
ing a total of 1330 vehicles a

week from November, a 42 per
cent increase over the 1390 a
week at the start of the year.

Honda, the Japanese manu-
facturer, is also preparing to

market Land Rover’s Discov-
ery model, to. Japan, it will be
bajdged as the Crossroad. The
Discovery is to be launched
early next year to North Amer-
ica, where Land Roves: plans to

quadruple total sales to 16300
units a year over five years.

Britain in brief

Unit trust

sales reach
£668.6m
Net sales of unit trusts were
£663.6m in September, down
from £98L2m in August. Nev-
ertheless, the Increase still

took net sales for the year to
date to £6J91bn, more than in
the whole of X987, the previous
record fair a calendar year.

The popularity of Personal
Equity Plans, which offer tax-
free returns, has been a major
factor behind unit trust sales.

Of net unit trust sales of
£2.6bn In the third quarter,
£612m was in Pep form. Funds
invested in unit trust Peps
now amount to £6Jfim, out of a
unit trust total of £84.1bn.
Gross sales of unit trusts in

September were £138bn and
repurchases £7li.6m. The
slight dip In sales from
August’s total may have been
due to the generally weaker
performance of stock markets
in September, although they
have rebounded to new highs
this month. Compared with
August, sales to both private
and institutional investors
were slightly down.

South east faces

jobs reversal
A shrinking financial services

industry in the south east is

leading to fewer jobB and
changing working patterns for

employees, according to a
report The report of a joint

study by academics at Hull and
Bristol Universities warned
that the industry could be fao-

ing a period of long term
decline after the wholesale
shakeout In jobs and compa-
nies over the past two years.

The report, “A Reversal of

Fortune?'*, published by the
South East Economic Develop-

ment Strategy, fa calling for

local authorities to take
greater interest to the provi-

sion of financial services.

Ofwat seeks

compensation.
Water companies should
increase compensation for
poor service rather than their

directors’ salaries, according
to the Ofwat National Cus-
tomer Council, the industry
watchdog-
The council said that water

company customers do not
have the same rights as cus-

tomers in a shop, and the
water companies were slow to

handle complaints and offer

compensation.
The water companies

rejected the criticisms. The
Water Services Association

said it had a scheme to guar-
antee standards, and the refer-

ence to chairmen’s salaries
had ‘too conceivable relevance
to the issues to hand”.

Union chief
backs flexibility
Companies can combine job
security for employees with
the ability to adjust overall
employee numbers as markets
change, according to one of
Britain's leading trade union-
ists. Mr John Edmonds, head
of the GMB general union,
cited Rover, the vehicle manu-

facturer. and National Power,
the generator, as companies
which had no compulsory
redundancy agreements with
their unions but had also shed
large numbers of staff to the
past two year.

Banks defended
in LSE defence
Tim financial system has been
unfairly blamed for shortterm
attitudes among UK compa-
nies. Professor Harold Rose of

London Business School said
last night in a memorial lec-

ture for Harold Wtocott, the
former FT journalist
Professor Rose argued that

finance had been “more scape-

goat than villain” to limiting:

Britain's economic growth.
Many traditional criticisms of
banks and securities markets
were contradictory, and lacked

supporting evidence.

In the 23rd annual Wtocott
Lecture, Professor Rose said
that while banks were critic-

ised for their shortterm view,

“it is the large British corpo-

rate customers rather than the
banker who Is reluctant to
enter into the marriage".

Thames in

£90m ITV deal
Thames Television, the inde-

pendent television production
company that lost its TTV fran-

chise, announced yesterday
that it had signed a deal to

make programmes worth over

290m for the ITV Network Cen-
tre, the ITV programme com-
missioning organisation.
Thames said the agreement
was the largest ever in the UK
with an independent producer.

Fraud put at

£632m this year
The value of fraud charges
brought in the UK courts was
£632m in 33 separate cases
during the first eight months
of this year, according to the
latest figures in the Fraud
Barometer produced by
accountants KPMG Feat Mar-
wick. That compares with
£671m in charges from 84
cases for all of 1992. The firm
said that fraud sentencing was
inconsistent, with dispropor-
tionately harsher sentences
going to professional advisers

who abuse positions of trust
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Insurers

may face

/

mis-

charges
By Norma Cohen,
Investments Correspondent

LAUTRO, the self-regulatory

body for the life Insurance

industry, is considering
charges of mfa-seUing against

at least three of Britain’s larg-

est life insurance companies.

The three, whose identity

has not yet been disclosed, are

all public companies. In at

least one of the cases, thou-

sands of investors may be eli-

gible for. .compensation.
Charges against the companies,

centre on their failure to con-

trol the hard-sell tactics of tied

ngmts who sell their products

exclusively but.
,
are not

directly employed by them.

The companies failed to

monitor the sales agents to

ensure that they were giving

best advice to investors and
failed to exercise due care to

tiie recruitment and training
of sales agents.

Lautro, which yesterday

released its report on its

enforcement activities for the

12 month period ended June

30, raid it has seen signs of

improving.compliance with its

rules on selling. It found some
signs that the insurance indus-

try fa improving the extent in

which it complies with Lautro

rules on selling insurance.

But it noted “that a small

number of the largest and

most serious cases to occupy,

the Monitoring Committee

recently--- involved major,

’household .name’. Xife

Offices.’* .
_

.

Complaints to Lautro tram

the public continued to grow,

rising 35 per cent in the period

toiU774. However* Lautro

noted that the rate of growffi

was lower than the 50 per cart

rate recorded the year before.

Premiers to discuss Ulster peace plan
THE Hume-Adams proposals

for peace in Northern Ireland

will be discussed on Friday by
Mr John Major, the Prime Min-

ister, and Mr Albert Reynolds,

the. Irish premier, it emerged

The meeting was confirmed

against a background of rising

violence in. Belfast in the wake
. of Saturday’s IRA bombing to

the protestant Shankfll Road,

which, killed 10 people.

Mr Dick Spring, the Irish

deputy Prime Minister, said he
expected both prime ministers

to give the Hume-Adams initia-

tive “very serious attention on

Friday to see where the pro-

cess can go from here”.

Extra troops and police were
moved to Belfast from else-

where in Northern Ireland yes-

terday after two cathodes were

fcfiled and six wounded to two

Friday’s Anglo-Irish meeting is

likely to be dominated by growing
unrest, according to FT reporters

in London, Dublin and Belfast

In a second Incident, police

arrested a soldier after a shoot-

ing- outside the: home of

Thomas' Begley, an IRA
bomber killed to the ShanMll

.

Road attack.

In London, Mr Major told the

House of Commons the perpe-

trators of this week's terrorist

attacks would be “hunted
down and subjected to the foil

severity of the law."

The government, however,
ruled out the reintroduction of
internment (group detention
without trial). Sir John
Vtoeetor, the Northern Ireland

security minister, said there
were "no simple, easy solu-

tions."

Pawning Street continued to

distance itself from the peace
proposals put forward by Mr
John Hume, leader of the

mainly catholic SDLP, and Mr
Gerry Adams, president of
Ston Fein, the political arm of

the IRA. .

Officials said Mr Major was
wilting to. talk to Mr Reynolds,
hut -was more interested to

reviving the stalled “three
strand” talks under the aus-

pices of the Northern Ireland

Secretary.

to an Indication, of the sensi-

tivity with which the issue is

regarded in London, Downing
Street said neither Mr Major
nor Mr Reynolds had asked for

a bilateral meeting to Brussels.

British officials said the Brus-

sels summit offered a “useful

opportunity” for a meeting, but
stressed that there was no for-

mal agenda.

Downing Street also contin-

ued to maintain that Mi- Major
bad not seen the Hume-Adams
proposals, and waB unaware of

the details of the initiative.

The -Hume-Adams proposals,

are regarded with deep sugn-
dbn by the Ulster Unionist
party, which is committed to

sustaining the Conservative
government to office.

The government has denied
that It did a deal with the
unionists to avoid a Commons
defeat to a confidence debate
on the Maastricht treaty ear-

lier this year.

However, the Commons pro-

cedure committee is expected
to decide today whether to

respond to unionist demands
for the establishment of a
Northern Ireland select com-
mittee. Irish officials said the

ShanMll Road bombing had
“seriously damaged" the
Hume-Adams initiative, but
Dublin appeared keen to keep
the proposals alive.

Mr Spring
said the two governments had
an "obligation" to look at “any
opportunities” to bring about
peace in Northern Ireland
“despite the (ERA) atrocity of

last weekend."
Mr Spring also said the two

governments should consider
responding to unionist
demands for the publication of

the details of the Hume-Adams
initiative.

Rail campaigners

protest at sell off
MORE THAN 1,000
campaigners opposed to the
privatisation of Britain’s state

railway protested at Westmin-
ster yesterday, while union
leaders .described the sell-off

plans as “utterly destructive
and sheer lunacy”, writes
Roland Rudd.
The protesters came from as

far as Scotland. Pro-rail sup-

porters travelled on a special

campaign train that left Glas-

gow in the early hours and
called at Edinburgh, Newcas-
tle-upon-Tyne, Darlington,
York, and Doncaster before
arriving in London.

Yesterday’s protest coincided

with, a survey of rail commut-
ers by the Save Our Railways
group showing that (me in five

could switch from train to car

if fares went up as expected
under privatisation.

Mr Jimmy Knapp, general
secretary of the largest rail

union, the RMT, said: “There is

a deep and growing anger
about the sheer lunacy of the

government's proposals.”

He warned: “They are
unworkable and untried and
they will undoubtedly lead to

closure of services.”

Mr Richard Rosser, leader of

the white-collar TSSA, said:

“The government are not so
much playing at trains but
playing with trains and
playing with them in an
utterly destructive manner."
Both union leaders backed

calls for Tory MPs to rebel and
force through an amendment
to the Railways Bill, which
would allow British Rail to bid

for franchises in a privatised

network.
The calls have come from

the opposition Labour and Lib-

eral parties which are trying to

wreck the government’s rail

privatisation legislation cur-

rently going through parlia-

ment. *

Petrol retailers seek

changes in contracts
INDEPENDENT petrol station

owners yesterday demanded
substantial changes to their

contracts with major oil com-
panies because of growing
competition from discount out-

lets, particularly those at

supermarkets, writes Robert
Confine.

‘ The Petrol Retailers Associa-

tion said failure to reach an
agreement on hew terms could

prompt dwviawfig foran investi-

gation,by the Office of Fair

Trading.

Mr Phil Richardson, associa-

tion president, said the prob-

lem stemmed from the fact

that -under current contracts,

large oil companies exercised a
high degree of control over the

prices individual retailers can
set for branded petrol.

He said some oil companies
have maintained margins on

petrol sales by individual
retailers even though nearby
discount outlets may be salting

petrol at prices 5 pence, per
litre less. In such circum-
stances retailers have reported
sales volumes falling by .as
much as 49 per cent.

The retailers want a “force

majeure" dause to be added to

the supply contracts. It would
enable them to buy petrol fn»n
oil companies other than the

one to which they are con-
tracted if toe original supplier

was “unable or unwilling to

supply at competitive rates.-”

Stage set for cabinet battle on cuts
By Philip Stephens,
PoSUcal Ecfitor

A REPORT by a committee of senior
ministers recommending deep cuts in cen-

tral government budgets for local authori-

ties, defence; housing and transport last

night set the stage for a full-scale cabinet
battle tomorrow over public spending.

But a partial retreat by Mr Kenneth
Clarke, the chancellor of the exchequer,
over the scale of cuts is the armed ser-

vices has defused a threat by Mr Malcolm
Rifkind, the defence secretary, to demand
a fundamental review of Britain's security

commitments.
Mr Peter LiHey, the social security secre-

tary, has resisted successfully treasury
demands for the means-testing of child

benefit But he has accepted cuts to mort-

gage interest payments to unemployed
homeowners ami otter measures.

He fa also battling with Mr Clarke over

compensation for the elderly and poor to

offset the impact of Value Added Tax on
domestic fueL-

Mr Clarke was yesterday finalising the

recommendations of EDX, the cabinet
committee charged with reconciling the
competing claims for resources from
Whitehall departments with a commit-
ment for a freeze on overall spending.
Mr Clarice wants an agreement to under-

shoot the ceiling for 1994/95 by up to Elhn.
Tbe aim would be to convince rank-and-
file Tory MPs that tax increases in next
month’s Budget were not a substitute for

harsh decisions on public spending. But
senior ministers said yesterday ttet two
months of discussions within EDX had
failed to achieve anything resembling a
firm settlement

“EDX has made recommendations. It

has not reached a setUement’Yone minis-
ter said last night The final deal will have
to be hammered out by tomorrow’s cabi-

net or one next week.
Although the gap between Mr Rifkind

and Mr Clarke has narrowed, the defence
secretary will appeal to the cabinet to pro-

tect more of his budget to 1996/97. He wifi

be joined in a call for more favourable
treatment by Mr Douglas Hurd, the for-

eign secretary, and other ministers.

But whatever the outcome of the cabi-

net’s deliberations the budgets for local

authorities, defence, housing and trans-

port are expected to emerge as the biggest
losers. Local authorities cannot expect any
real increase in the £4lbn the government
has estimated they should spend in the
present financial year, while housing asso-

ciations wifi be tbe main victim of large

cuts inthe £8bn a year housing budget Mr
- MacGregor faces the prospect of sharp
reduction in both his road-building and
rail budgets. Mr Rifkind is resigned to cuts

of around £lbn by 1995/97 In the £23bn

defence budget

European
consortium

to tender

for bridge
By James Buxton

A CONSORTIUM of European
construction companies has
been formed by Tarmac Con-
struction to tender for the

building of the second Forth
road bridge- It fa the fourth
consortium known to have reg-

istered an interest in the proj-

ect, which might cost 1275m.
- The government is expected
to announce early next year
whether it wants to go ahead
with tbe new bridge. By next
month it will have received
feasibility studies on the proj-

ect, which would be privately

funded and operated, and earn
revenue from tolls on the new
and the existing bridges.

The Scottish Office will draw
up a shortlist of three consor-

tia to tender for tbe project
The consortium led by Tar-

mac includes the construction

companies Bilfinger and Ber-

ger of Germany, Bouygues of

France, and HBM (Civil Engi-

neering) of Holland, as well as

Transroute, a French toll road
operator. It is advised by Mor-
gan Grenfell with lending to be
led by NatWest Markets and
Banque National de Paris. The
grouping is called E15 after the

European number of the road
which crosses the Forth.

Other consortia to have
declared their bids are: Forths-

pan, led by Trafalgar House
and Balfour Beatty, advised by
KMnwort Benson; Forth link,

consisting of Taylor Woodrow,
Sir Robert McAlpine, John
Mowlem and Morrison Con-
struction. together with Draga-
dos of Spain and Monberg and
Thoreen of Denmark, advised

by BZW; and John Laing,

GTM-Entrepose of France and
Miller Group of Edinburgh,
advised by Bank of America.
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After 10 years of losses, lay-

offs and falling market
share, the US’s biggest
steel companies have come

up with a new way to improve their

competitiveness: allow union repre-

sentatives on to their boards.

Five of the six big integrated steel

companies have already concluded
agreements with the United Steel-

workers of America (USWA) in a
move which amounts to one of the

most far-reaching experiments in
employee involvement undertaken
in any US industry. US Steel, the

country's biggest producer, could
follow suit later this week, if com-
pany and union negotiators meet
their deadline of reaching a new
labour agreement by Friday.

No other US industry has ever

experimented with union involve-

ment on this scale, individual com-
panies, most notably Chrysler, have
conceded board seats to their

unions in the past, but the practice

has never taken root across an
entire industry before.

The agreements also provide for

union involvement in committees at

all levels of management
Yet the benefits of worker partici-

pation on this scale remain
unproven. Will it make any differ-

ence to the flagging fortunes of the

big steel companies, which are
struggling to catch up with newer,
un-unionlsed competitors?

And will the changes turn out to

be anything more than temporary,
just another phase in “Big Steel's”

long decline?

The US's six big integrated steel

companies (those involved In every

step of steel production, from mak-
ing the coke Dor use in their fur-

naces, to rolling out and coating

finished steel sheets) have already

cut their combined workforce from
270.000 at the start of the 1980s to

fewer than 100.000 now. They have
invested more than $13bn (£9^bn)
between them in the past decade to

become more efficient.

However, with overcapacity in
the worldwide steel industry and
the inroads made by the small
“mini-mUis" and reconstituted miifc

at home, a return to sustained prof-

itability remains elusive.

In new six-year accords struck
with the USWA this summer, four

companies - Inland, followed by
Bethlehem, National and Armco -

agreed to appoint union representa-

tives to their boards and to adopt
extensive co-management arrange-

ments. A fifth, LTV, has activated a
similar plan since coining out of
bankruptcy protection at the end of
June.

There are two ways to explain the
development. One - espoused pub-
licly by the companies and the
union - is that giving workers more
of a say will lead to more efficient

production methods and make the

companies more competitive- “It’s

kind of an unorthodox way of deal-

MANAGEMENT
The US steel industry is taking part in an experiment

in employee involvement, writes Richard Waters

The unions step

on board

TW KMC

Tin hat and dgan a suitable image of steel wnhrn in tfw boardroom

ing with the problem,” says John
Jacobson of We£a Group, an eco-

nomic research company. “But they
haven’t been very successful with

anything else they've tried.”

T he other, more cynical view

Is that companies find it

easier to lay off workers or
overhaul their working practices if

they adopt a less confrontational

approach to labour relations: it is

difficult for union leaders to oppose
big changes if they have been
closely involved in their origin.

According to some labour rela-

tions experts, this, motivation may
lie behind many of the attempts In

the US at employee participation

since the mid-JLS8Qs.

“When companies have excess

-

capacity, this could be a way of

making the cutbacks more palat-

able,” says John Dunlop, a former

US labour secretary and chairman
of a commission set up by the Clin-

ton administration in March to look

at the legal framework for labour
relations in the US.
Either way. the agreements

should have an indirect benefit for

the steel companies in the short
term. In return for the promises of
greater participation in manage-
ment and a guarantee that there

will be no compulsory redundan-
cies, steelworkers have agreed to a
freeze in basic pay for the next two
years and to greater job flexibility.

But it is less clear whether the
participation agreements will yield

the sort of sustained productivity

improvements their supporters
claim. There are at least two rea-

sons why some of the hoped-for
productivity gains could prove elu-

sive.

First, and perhaps most impor-
tant, old attitudes on both sides of

the union/management divide die

hard. Labour relations in the indus-

try have traditionally been adver-

sarial, says John Goodwin, manager
of US Steel's Gary. Indiana , plant,

the biggest in the US. “We've got a
long way to go - we’ve got 80 years

of history to overcome."

Second, there are very different

perceptions of what closer union
involvement in management actu-

ally means. Will the union's repre-

sentatives have an influence over
strategic and other decisions taken
by the big steel companies, or are
they simply being invited into the
executive suite to observe?

Both sides talk glibly of a new-
style “partnering” approach to man-
agement, preferring to hide behind
this piece of management-school
jargon rather than face up to the

real question: does the new
approach amount to a form of co-

management. or simply as an
extended exercise in worker com-
munication?

“What they [the union] want is to

see what's happening and why deci-

sions are made, rather than trying

to take decisions themselves,” says

Joseph Emig, manager of Bethle-

hem Steel’s plant at Bums Harbour
in northern Indiana, which is

now the home of the US steel indus-

try.

Some union officials appear to

agree. Jade Parton, director of the

USWA’s East Chicago district, says:

“I can’t run a steel mflL I didn’t go
to business school, and I don’t

intend to go to business school
now.”
He and other officials have

recently been invited to attend the

regular fortnightly meeting of

senior Inland Steel executives,

called to review progress against

the company's plans. They are not
there to second-guess the line man-

agers whose responsibility U is to

meet certain targets, he says.

But other union representatives

talk of more positive involvement

and it seems unlikely that they

would sit passively as decisions

were taken that would harm their

members’ interests.

The difference of perception is

most acute when it comes to the

question of board-level representa-

tion. The steel companies point to

the legal responsibilities the union’s

directors will face.

The first, foremost and only obli-

gation of every director is to repre-

sent the interests of shareholders,”

says an official at Inland SteeL

Union members, though, cling to

the idea that the directors they
nominate will represent their inter-

ests, not those of the shareholders.

To some, it seems like an opportu-

nity to light the old unionjmanage-

ment battle from the inside.

“Boards give their management
people golden handcuffs - we hope

we will now be able to put a stop to

things uke that,” says Andy Hop-

kins. a tractor driver at Bethle-

hem’s Burns Harbour plant and a
part-time union official.

Doug Frazer, a former head of the

United Auto Workers, agrees. In the

1970s. he became the first union
leader to sit on the board of a lead-

ing US company when he was
appointed a director of Chrysler-

Urdon-appointed directors are there

to fight for the interests of workers,

be says. They also have a right to

ten their members everything their

boards do.
‘7 said that as for as I was con-

cerned, nothing was confidential.

There’s not enough openness in
these large organisations.”

Such comments send shudders
through secrecy minded executives.

But, in practice, the union-nomi-
nated directors are likely to be able

to exert little direct influence, even

if they wanted to.

“It will not make a difference to

the way the company operates. Bat
if it makp« all our employees under-

stand better why decisions axe
taken, it will help,” says Curtis Bar-

nette, chairman of Bethlehem.

I
t is also questionable whether
the new arrangements will

stand the test of time The his-

tory of US labour relations is lit-

tered with similar examples of
experiments at employee involve-

ment that did not last

It takes a crisis to encourage com-
panies to let workers on to their

boards, says Frazer. When Chrysler

had returned from the brink, the

union seat was quietly dropped. “1

think they stole that seat from us,"

says Frazer.

If all the big steel companies
agree to let union representatives

on to their boards, the experiment
this time could at least prove longer
lasting.

Personnel crisis?

what crisis?

David Goodhart explains why tig

role is becoming less pigeon-holed

T
he recession has been

rather kind to Britain’s

personnel practitioners.

The «mnal conference of the

Institute ofPersonnel Managers,

which opens today in Harrogate,

is the biggest yet staged.

The IPM is expecting 1,800

ffrjfffates and now claims 52,000

nembers out of a total number
.* TMnoiWK KtitnatCI

at 100,000. And the latest isjme

of Personnel Today reports mat

personnel vacancies are on the

rise again-

On the face of it this seems
strange. Larger companies might

have temporarily boosted their

personnel function to cope with

the large redundancy packages

of the recession years, but the

longer term outlook for the
traditional personnel function

is supposed to be poor.
The conventional view of

decline states that as the
importance ofhuman resource
management has been recognised,

so large parts of the personnel

function have been devolved to

line managers.
GeoffArmstrong, now head

of the IPM and a veteran of
industrial disputes in the car

industry, recalls: “In the 1960s

and 1970s we had constant

bargaining about change and
line managers abdicated the

personnel Auction to big,

centralised personnel
departments.”
Most of those big departments

have been slimmed down or even
closed. And not always because

of a beHef in the virtues of
decentralisation- When
hard-nosed conglomerates such
as Hanson Trust took over a
company in the late 1980s one
ofthe first tilings they did was
to dose the central personnel
department
In smaller companies, too, the

specialist personnel function has
often disappeared completely,
creating more work tor

employment lawyers.

“A lot of companies have lost

all internal fjtparUsp on
employment law matters which
law firms have capitalised on,”

says Paul NSchoDs of Dibb,

Lupton and Broomhead which
has increased its employment
law staff from four to 14

over the past two years

Privately, many senior

personnel managers adndttbese...

changes have led to an identity

crisis for the personnel function.

“personnel often has a rather ••

dated 1970s image, still trying,

to And a balance between labomv

and management" says one. “The

personnel function is being polled

in so many different directions

bnt it really has got to prove Its

hard-edged business advantage. -

says another. .

Sometimes this identity crisis

is played out in the conflict

between “soft” personnel people

trying to balance interests, ana

“hard" human resource managers

trying to improve efficiency, often

in a non-nnion environment

It also seems to be afflicting

the government-appointed lead

body which is having trouble

defining what personnel

managers actually do in order

to establish National Vocational

Qualifications for them.

John Hougham, now bead of

Acas and former head of

personnel at Ford, is suspicious

of the hard-liners and fears the

decline of the more traditional

personnel function.

"The personnel function is

showing some signs of losing its

organisational status in some
quarters." he warns.

Bnt even if the traditional,

“collectivist” personnel manager

is disappearing, the personnel

function is adapting to survive,

as the continuing growth of the

IPM seems to show.

Peter Reid, head of employment
affairs at the Engineering
Employers Federation, says that

personnel is now less

pigeon-holed than it used to be

and that a spell in personnel is

increasingly useful for a
board-level director.

Indeed, if board-level

representation is an indicator

of the status of the personnel
function then there is little to

worry about
According to the Cranfield

School of Management, 49 per
cent of all private and public

organisations employing more
than 200 people have a personnel
representative on the board, np
from only 40 per cent at the start

BUSINESS AND THE ENVIRONMENT

Signs of order spring

from chaos
Argentina is starting to take green issues seriously,

but progress is slow, reports John Barham

When seven people died
last month in a work-
ing-class suburb of Bue-

nos Aires, overcome by highly
toxic fumes from industrial waste
which a company had dumped
into drains near their homes, the

tragedy featured nightly on televi-

sion news programmes.
But within days, judges, politi-

cians and regulators began squab-
bling over who was responsible
for the disaster and who should be
hunting down the owners of the
waste disposal company blamed
for the incident.

Meanwhile, the government felt

compelled to “do something” and
dusted off a requirement - never
previously enforced - that compa-
nies handling hazardous waste
most register with the Natural
Resources and Human Environ-
ment Secretariat.

However, after a few weeks,
both the media and the govern-
ment had forgotten about the inci-

dent
Sadly, nothing about this event

was unique. Every time an envi-

ronmental accident hits the head-
lines, as frequently happens, com-
peting bureaucracies start rival

investigations and issue a blizzard

of rules and regulations which are
soon forgotten.

Argentina’s most important
body of environmental laws was
born under similar circumstances.

Reports in 1991 that industrial
waste from developed countries
was being damped in Argentina

led to a new tactic waste law in

January 1992. The government
also included environmental
offences in the civil and criminal

codes.

Basically, the law established a
cradle-to-grave rule making com-
panies responsible for the safe dis-

posal of waste. But it took the
Environment Secretariat 17
months to publish detailed regula-

tions making the law enforceable.

Until then, companies were In
legal limbo.

The law Is contradictory and
confusing. Jenny Valdlrio, an
environmental consultant, said it

“is practically a copy of US legis-

lation, bnt conditions [here] are

not similar. There is less technol-

ogy and there are fewer treatment

possibilities". And Its definition of

toxic waste is so broad that any-
one with an open oil can in their

garage is violating the law.

Until recently, none of this mat-
tered ranch. Argentines were too
busy coping with military repres-

sion and economic instability to

worry about the environment
Advanced legislation introduced
during the turbulent 1970s, such
as the clean air law of 1975 and a
decree establishing the “polluter

pays principle", were rarely
enforced.

Now, with democracy and eco-

nomic stability more firmly estab-

lished, people are demanding a
halt to environmental degrada-
tion, particularly of water sources.
In Buenos Aires, untreated sew-

age is poured into tributaries of
the River Plate. In the city’s

industrial belt factories, slaugb-

Even the government
admits that the
courts are slow,
inefficient and

corrupt As a result,

offenders are rarely
punished

terhouses and tanneries dump
waste ranging from animal blood
to heavy metals Into the rivers.
Environmentalists claim compa-
nies often have waste treatment
units but do not use them. People
who live in the industrial belt suf-
fer from dysentery, gastroenteri-

tis, hepatitis and worms. The
water table is contaminated.
Raymond Florin, executive

director in Argentina of the Busi-
ness Council for Sustainable
Development the body created by
the environmentally-conscious
Swiss businessman Stephan
Schmidheiny, says demand for
change “is coming from all over
the place - people, politicians,
judges, NGOs, the state, the media
- and very quickly. Great changes
are taking place [so rapidly] that
people don’t know what to do".

Companies are struggling to

adapt “Six or seven months ago
nobody talked about the environ-

ment Now yon talk to any man-
ager and he'll have something to

say about it" says Florin. How-
ever, he admits that even large

companies are still unwilling to

set up environmental control
departments.
The government is changing

slowly. Its Environment Secretar-
iat Is staffed with political appoin-
tees who have little understanding
of environmental policy. The sec-

retariat’s 1993 budget of $19m
(£12.5m) Is half the sports budget
Even the government admits the
courts are slow, inefficient and
corrupt Thus offenders are rarely

punished. Amid this chaos, how-
ever, order is beginning to
emerge. More rational economic
organisation is a big part of this.

The government has privatised

environmentally sensitive steel,

chemical, energy, water and petro-

chemical industries. Before, these

companies were ran by authoritar-

ian bureaucracies which disre-

garded the law and were not pub-

licly accountable.

Privatised utilities are now
charging consumers the real cost

of water, electricity and gas -

which the state once provided at

artificially low prices that discour-

aged conservation.

As well as baying state assets,

private companies also took on
the state's environmental liabili-

ties. Independent government reg-

ulators are starting to enforce

environmental and quality stan-

dards that were once ignored.

Some business people admit that if

they had realised the size of these

liabilities, their privatisation bids

would have been much lower.

Pedro Tarak, executive director

of Fundadon ARN, a Buenos Aires

environmental foundation, says

individuals, associations, local

government and congress are

demanding greater participation

in policy-making and enforcement.

Even the much-criticised Environ-

ment Secretariat is reforming and

hiring professionals.

Argentina has a long way to go.

Accidents like the one that cost

those seven lives will recur. Tarak

says “unfortunately we still need

more situations [like that] so we

all understand the need to get

organised”.

US plans to minimise the use of

high-risk insecticides have spawned

a new generation of safer products,

writes Victoria Griffith

Assault on
pesticides

T
he Clinton administration’s

new proposals to encour-
age reduced-risk pesticides

represent a comprehensive

reform package which is likely to

alter radically the way pesticides

are used in the US.
In response to increased pressure

for new rules by environmental and
health activists, the new law would
impose a tough, uniform standard
for all foods. The proposal would
scrap the 35-year-old Delaney
Clause, which poses stricter rules

on the use of pesticides in processed
foods than in fresh foods. In its

place, the proposed new law would:
• Extend the current standard of a
"reasonable certainty of no harm"
from canned goods to raw fruits and
vegetables.

• Establish goals for the reduction
of pesticide use by 2000.

• Eliminate the consideration of
“economic benefits" in tire pesticide

approval process.

• Enhance enforcement
• Give greater priority to safer and
reduced-risk pesticides.

• Require high-risk pesticides to
meet the safety standard within
three years and all other pesticides

within seven years.

The package was put together
against a background of growing
evidence that pesticide levels in the
US are too high for the safety of
infants and children. It was also a
response to increasing concern
about the ecological impact of toxic
pesticides.

However, the proposed regula-
tions are worrying for formers since
a number of existing pesticides
would be rendered illegal. In
response, formers would be forced

to find alternatives to keep their

crops insect- and disease-free.

Propitiously, a new generation of
pesticides Is beginning to make its

way on to the market A number of

companies are investing heavily in

the development of low-risk pesti-

cides. which range from genetically-

altered plants arid bacteria to odder
use of naturally-occurmg pesticides.

"We need to consider alternatives

to traditional pesticides, ” says
Frederick Betz, a senior biologist at

the Environmental Protection
Agency. “Fortunately, there’s a lot

already on the market and a lot

which will soon become available. I

think the production of reduced-risk
pesticides win boom over the next
few years."

The Food and Drug Administra-

tion has promised speedy review of
pesticides which fall into the
reduced risk category, in an
attempt to move products quickly
from the research laboratories into

fanners’ fields. As a result a flood

of new, alternative pesticides may
be approved in the next few years.

One of the most novel areas of
research is in pheromones, chemi-
cals which influence the sexual
behaviour of insects. Pheromones,

which are harmless to humans, can
be used to lure insects into traps, or
can be released in concentrations
large enough to disturb mating pat-

terns. “If we put out enough, the
insects can no longer use the phero-
mone as a signal to find their
mate,” says Betz.

One US pesticide manufacturer.
Ecogen, has identified more than
200 insect-specific sexual hormones
and is searching for ways to use
them effectively in the field. “We
like to put them in a form in which
they can be sprayed, so they’ll be
more practical," says David Olson.
Ecogen’s director of regulatory
affairs. “We also need to have than
vaporise slowly, so they'll be effec-

tive over the course of a few
weeks.” As a possible solution, Eco-
gen has designed plastic mlcrocap-
sules which can be used in a spray
form and dissolve slowly over time.
Another important development

is the cultivation of plants which
are genetically engineered to resist
pests. A number of companies are
conducting research in this area
ami several hope to offer genetically
engineered seeds for sale within the
next few years.

“Nature produces chemicals
which are poisonous to certain
insects, but not to humans or bene-
ficial pests,” says Mike Sund
spokesman for Clbaseeds. “We’re
trying to create plants which pro-

giuuy, is wuraing juinuy wna jj

gen to develop a maize plant w
is resistant to the common
destructive pest, the European
borer. Monsanto has programm
place for cotton and potatoe
well as maize and believes
method, besides being good foi
environment, will be extrei
effective.
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“Using traditional, exterior h
tiddes can be a hit or miss thi
says Frank Serdy, regulatory af
director for Monsanto. “But il

plant itself is excreting the cb
cals, the insect gets a load of to
with every bite. Genetically i

neered plants are the wave of
future in pest control.”
Manufacturers are also u

genetic engineering to alter t
rally occurring bacteria, or mic
als, which act as toxins to cei
insects.

“These bacteria are well-es
lished as safe pesticides,” i

Janet Overholt, manager of ref
tory affairs for Novo Nordisk. *

there is a lot of room to imp
their efficacy."

Many of the bacteria, for insta
lack stability in the field. They
often sensitive to light, and
last no more than a few hours, i

ere are not as target-specifi<
desirable. The pesticide compa
are seeking to enhance their e
tiveness.

However, not all groups are
vinced that genetic engineerin
me solution. Despite strong sup
tor these programmes from
Clinton administration, activists
already organising consumer
cotte against genetically engine)
food products. Ironically the *
reduced-risk pesticidesmy ela
ter more opposition than the h^ WiU rePlace-The solution, according to
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Television / Patricia Morison

Saddam’s unseen victims

V IEWPOINT 93;
Saddam's Killing
Fields (Tuesday,
FTV) was a poi-
enant reminder

“«« wnat me lens does not see
tne heart does not grieve over.
It showed how different have
oeen the experiences of two
groups of Saddam Hussein’s
opponents, the Kurds and the
Shia of southern Iraq.
The luck of the Kurts began

to turn when the cameras
focused on the poison g^s vic-
tims in the streets of Halabja.
The cameras were back in
force to film the Kurds' exodus
to the mountains, stumbling
through the mud and snow.
Those pictures struck a chord
in the outside world; emotion
was translated into action and
the Kurds - at least in the
short term - are safe.

The documentary, Rimed in
Free Kurdistan and Iran but
not Iraq, pieced together evi-
dence of the scale and vicious-
oess of the Iraqi army's repri-
sals, said by the Kurds to have
claimed 300,000 Shi-ite victims
in the irdifida 1991 alone. 'Hie
colossal bad luck of the Shias
is that since the crushing of
their intifada, they have been
hidden from the world’s sight.
The programme examined the
genocidal Iraqi policy towards
the Marsh Arabs and argued
that the idea of a safe haven in

the south must be resurrected.
The Marsh Arabs, said to

number 70,000, face the extinc-
tion of their unique way of life
as their villages are rocketed,
the waterways are poisoned,
and the buffaloes, fish and
reed-beds die. The chief exter-
nal witness to the Marsh
Arabs' destruction have been
satellite photographs of land
which is now brown and life-
less, the effect of Iraq’s notori-
ous drainage project. It was
presented to the UN as an agri-
cultural improvement scheme,
but human rights observers
are convinced it is an instru-
ment of genocide.
An amateur video made six

months ago showed Marsh
Arabs appealing to the UN and
US for help, above all for the
canals to be bombed so that
the water returns. The hope-
lessness of these people was
eloquently expressed by the
bitter words of one refugee:
“They come to film us and set
us to music like the TV com-
edy they think we are.”

The UK’s foreign Office min-
ister Douglas Hogg explained
with wondrous suavity that
there was no possibility of
external intervention although
M
‘the process’ will probably

take some time. It is at least

possible that within the time-
frame Saddam may fall” To
hear genocide described as “a

process" gave a small chin. My
mind jumped back to last

Wednesday and the first part

of Thatcher: The Downing
Street Years (BBC2), in which
that lady lambasted the For-

eign Office and its "whole cul-

ture” based on negotiation.

The Thatcher documentary
is gumea-a-mtoute stuff. With
the second instalment screened
t™<ght and such reams of com-
ment already written, I wiQ not
dwell on episode one except to

say that the gender aspect was
particularly interesting. Dur-
ing her time in office Lady
Thatcher showed little Interest

in women's causes. Accepting
membership of the single-sex

Carlton Club was just one
example of her lack of solidar-

ity. Even so, I thought Lady
Thatcher's observations about
the prejudice she encountered

for being "that woman ” was
telling.

Mrs Thatcher used sex as a
weapon In her rise, but It also

helped others to belittle her

and it played a part in her
downfall. There is meat there

for every woman who operates

in a male environment, how-
ever hostile she is to Thatch-

er's political values, to ponder.

The Foreign Office came in

for a pounding in Dispatches
(Wednesday, C4), a gripping

dramatisation of Lord Justice

Scott's Inquiry into the arms

for Iraq scandal. The pro-

gramme had actors Imperson-

ating figures such as David
Gore-Booth and William
Waldegrave at the most
uncomfortable moments of
their grilling by Scott and Pre-

silly Baxendale. It made com-
pulsive watching and whetted

the appetite for what is to

come when Lady Thatcher and
the Prime Minister appear.

A t some time I have
been asked (possibly

by my credit card
company) for my

mother’s maiden name as a
way of ascertaining my creden-

tials over the telephone. Pan-

orama; Secrets far Sale (BBC1,

Monday) showed that no ques-

tion, however arcane (dog’s

name, fevourite pudding),

could protect personal data.

Panorama filmed a ferrety

character called Robert Hem-
phill using a lens concealed in

a rolled umbrella. His company
is one of many which offer to

obtain details of bank
accounts, credit cards, police

records. National Insurance
and National Health records.

Panorama set Hemphill to pen-

etrate the private details of

four people, among them trade
nninn secretary Rodney Bick-

erstaff and Lord Parkinson's

former lover, Sarah Keays.

The four were amazed to dis-
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A threatened world: a rare recent picture of the Marsh Arabs whose plight was detailed in Saddam's Killing Fields on Monday night

cover the speed with which
secret information could be
produced. Hemphill, unaware
of the umbrella lens, explained

that be could gain access to

the police computer at Hendon
which holds criminal records.

He told his Panorama contact
"It's literally bribing a police

contact; it is that simple”

The scam revealed, Hemphill
high-tailed out of the office

pursued by his Panorama
interviewer. Some aspects of

this kind of intelligence pther-

tng come close to criminality.

but many are beyond the reach

of the Data Protection Act or

any other legislation. Is the

open society in one respect

effectively already here?

Wbat a relief to turn to more
rarified matters: the fete of

vanished civilisations, exam-
ined on Equinox; Out of the

Past (C4, Sunday). Who could

envy the modem archaeolo-

gists after a programme in

which we saw them spending
years counting pine seeds and
measuring microscopic varia-

tions in the cutting edge of

obsidian knives? The end
result, however, is an impor-
tant jolt to the old chronology
of the collapse of Mayan civilis-

ation in Central America.
It now seems that the

Mayans did not suddenly van-
ish. Their kings departed but
the ordinary folk carried on,

planting their maize for two
centuries. But when the end
came, in the I2th century AD,
it was over-population, salina-

tion, and soil exhaustion which
put paid to a brilliant, cruel

civilisation.

The moral is one that archae-

ology is increasingly coming to

realise. Pace New Age roman-
tics, many an ancient peasant
civilisation did not live in joy-

ous harmony with its environ-

ment This was a brilliant doc-

umentary, untricksy. even
old-fashioned, and there was
no presenter but only bearded
archaeologists with a far away
look in their eyes. Yet for
sheer cerebral excitement, it

was quite the best thing I have
seen in a long month supine in

front of the TV.
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DOUG Elkins is a wacky klutz
with a fabulous talent and no
sense of structure. This Ameri-
can dance-maker first brought
his work to Dance Umbrella in

1991; last weekend he and his

company returned. Watching
his work is bewildering. Two
years ago, I suspected that he
was the most marvellous
young dance-maker to have
come along since Mark Morris;

now I am sure that he is. I am
also sure, however, that he
never bothers to turn his
dances into choreography.

Almost any phrase in Elk-

ins’s work is a hilarious but
thrilling fusion of contrasting

traditions. Sometimes, he adds
yet another layer of contrast

by setting these dances to

music from another culture (eg

Indian) or era (eg Handel). His
dancers are a complete mix -

skinny or plump, short or tali,

long-haired or bald ~ and the

dances he gives them may be
straight,. gay, neither or both.

Ironies abound; campness too.

Yet the image he sets onstage

is one of happy consensus, in

lively harmony with the music.

In these respects, Elkins is a

classical artist EGs work places

itself at the ends of several tra-

Dance/ Alastair Macaulay

Feckless talent
ditions, and occasionally sug-

gests that he knows his own
kinship to George Balanchine.
Merce Cunningham, Paul Tay-
lor, Twyla Tharp, Mark Morris,

and others. The resemblances
occur in fleeting references
that enrich his work. Much
more obvious and Important
are the basic virtues that his

(lances often show: seamless
phrasing, steady current,
rhythmic pulse. His dancers
look like folk having a good
time in a bisexual New York
club and like artists attending

to niceties of musical detail

and dance style.

I like best his suite of Latin

dances,A Cerca de la Escuelita.

What rare bliss to find a chore-

ographer alert to the metres of
the cha-cha, the mambo »nd

more. None of these dances

were pure Latin, but all of
them were much closer to true

Latin style than any of what is

practised on the professional

ballroom circuit More Winefor

Polyphemus, though the pro-

gramme dates it as new this

year, incorporates material we
saw two years back. Now. as

then, my Jaw drops at the
impudent musical wit with
which Elkins mixes charleston,

the twist, breakdance and bal-

let to Joan Sutherland’s record-

ings of Handel arias.

You watch these ingredients

befog so uncannily assembled,

your senses ravished by first

impressions, you tingle with
anticipation - and then you
watch this young chef pour his

cooking down fife drain.

In 1991, 1 hoped that EDdns's

feckless failures of construc-

tion simply suggested that he
had not yet got round to

addressing larger matters of
choreographic craft In 1993, it

is but all too plain that Elkins
thinks that not befog organ-

ised is cute. His ordering of

them Is full of oh-gee-is-this-a-

live-show attempts at simu-
lated clumsiness. Though his
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Mixed cultures: the Shobana Jeyasfogh Dance Company

riancBs are no end of fun to

watch moment by moment,
they win only a spattering of

final applause. Too flip.

His work has made me htink

tears of sudden wonder, and

laugh aloud with incredulous

joy. Of the rare calibre of his

talent, I have no doubt Ulti-

mately, however, it filled me
with despair.

Shobana Jeyasingh is an
Indian choreographer who
lives and works in Britain. Her
dancers employ the traditional

Indian vocabulary of the Bhar-

ata Natyam style, but she uses

modern Western music and
many structural features of

modem Western choreography.

This season has invited Rich-

ard Alston to make a piece for

her six dancers.

Alston is the finest maker of

sheer dances in Britain today,

and watching his Delicious
Arbour, choreographed to Pur-

cell music, is a marvellously

ironic experience. For these

dances both revitalise Bharata
Nyatyara - and yet are clearly

not Bharata Natyam. They feel

utterly Alston - while looking

utterly unlike anything he has
made before.

The ironies of Delicious

Arbour lie mainly in its

rhythms and its musical!ty.
Alston has applied features or

Indian dance metre to the radi-

ant baroque measures of Pur-

cell. sometimes moving slow

against a faster beat, or in

rapid embellishments around a

slower beat, but always reveal-

ing its inner processes. Its

beauty is that Jeyasingh’s six

dancers seem to claim Purcell

as their inheritance.

Jeyasingh herself has cho-
reographed Romance - with
footnotes. But her refined and
clever organisation of tradi-

tional dance material seldom
takes off as sheer dance, or cre-

ates a stage world of its own.
When Alston uses her dancers,

they look girlish, shy, but
sharply individual- In Jeyas-

ingh’s material, they look like

studious, inhibited acolytes.

ENGLISH National Ballet has

just gained a new staging of

The Sleeping Beauty. Produced
by Ronald Hynd, it is essen-

tially - and wisely - the tradi-

tional text which he knew as a
premier danseur with the
Royal Ballet There is little

innovation - Carabosse flies in

and out, with no little panache,

on wires; the trick is somewhat
minimised by having the Lilac

Fairy (in “anything you can
do, I can do better” mood) join-

ing the Prince in a similar

lift-off at the end of the Vision

Scene - and much sensible

conservation. Petipa, as I never

cease repeating, Knew Best 1

would query Hynd’s need to

bring in an extra Fairy at the

Christening, in the cause of
symmetry I’d guess, but also of

musical crassness, because
Tchaikovsky also Knew Best
In much else we recognise the

rule of good sense, and affec-

tion for a work that is a central

truth about ballet itself. The
score was very decently played

by ENB’s orchestra on Monday
night in Southampton, where 1

saw Beauty at the Mayflower
Theatre, and most signifi-

cantly, the choreography was
set out with commendable clar-

ity by ENB’s dancers.

(t is some comment upon the

Ballet / Clement Crisp

Assured Beauty
work - and the weedtog-out -

already undertaken by Derek
Deane, ENB’s new artistic

director, that the lacklustre

troupe we have been watching

during the past few years has

been so transformed. There is

brightness and assurance to

the work of the corps de ballet,

and the Prologue's fairy varia-

tions were far more secure as

expositions of classic style

than anything the company
showed us under the previous

regime. If Deane can thus
inspire his artists after a few
months, we have much to look

forward to. Such a masterpiece

as Beauty will either enhance
or utterly destroy its interpret-

ers, but Hynd's love for the

ballet, and Deane’s sense of
performance standards, have
put the company on its mettle,

The design is by Peter Doch-
erty. He has provided a setting

of soaring pillars set against

sky-scapes that suggest sea-

sonal moods, with golden-

leafed branches which feature

significantly and beautifully in

the action. The visual effect is

most poetic in the Hunting
scene and the Awakening:
autumnal magic is potent.

About his costumes I have
certain reservations, more to

do with fabric than cut or
shape, for he follows the cor-

rect historical progress from
Louis Xm to Louis XIV, and
the Watteau-esque designs for

the .Hunt are splendid. But
modern artificial fibres have
an unnatural sheen, unvarying
and unresponsive to light.

They blare, and the solid

blocks of courtiers in blue and
add aniline green in the Pro-

logue, the lurking presence of

lurex in gleaming bodices, do
not give that feeling of impos-

sible luxury and Versailles’ ele-

gance vital to Beauty's power.
The compahy performances

are commendable because tes-

timony to serious work and
serious coaching. Hynd has
made a charming trio for the

third act jewels, well done by
Josephine Jewkes, Graham
Rowe, Stephen Sherriff, and I

saw very neat Bluebirds from
Yet Sen Chang and Ambra
Vallo. Carabosse was well and
malevolently played by Kevin
Richmond.
Aurora and her prince were

taken by two new recruits:

Cecilia Kerche from Brazil, and
the Frenchman. Cyril Pierre.

Miss Kerche is a secure per-

former, but 1 did not think her

physique or her temperament
revealed her as one of nature's

Auroras. The ultimate and glo-

rious demands of the role - the
ballerina as incarnation of a
classic ideal - have yet to be
met in a reading I found un-nu-

anced. M. Pierre is a handsome
figure and an admirable part-

ner, but he did not show that

princely dignity in dancing
which makes the last act duet
a portrait of a nobleman. The
most satisfying performance of

the evening came from
Evelyne DeSutter, returned to

the company after several
years, as the Lilac Fairy. Her
delicate physique, the elegance
of her style are a delight.

English National Ballet plays
Beauty in Southampton this

week; then visits Manchester
(week of November 1), Liver-

pool (Nov 8), Bristol (Nov 16),

Leeds (Nov 22).

Theatre/Malcolm Rutherford

OLIVER Goldsmith’s She Stoops to

Conquer entered the first division of
English comedy when it was originally

performed in 1773 and has stayed there

ever since.

In its new outing, directed by Sir Peter

Hall at The Queen’s, it is playing at the

very top, along with the best productions
you can remember of (say) The Importance
of Being Earnest or A Midsummer Night’s

Dream. The subtitle is The Mistakes of a
Night which must have been picked up
from Shakespeare, and Wilde plainly

teamed from it.

The play's strengths are Its dialogue, its

characters and even its plot: in short,

everything you could ask for. Scarcely a
word is wasted and it is remarkable how
many of its lines remain colloquial to this

day. "This is Liberty Hall”, for example.
Goldsmith also had a wonderful way

with names: not only Tony Lumpkin, the

young bumpkin of a squire, but also Dig-

gory, the man taken in from the bam to

serve in the house.

In Hall’s production there are at least

three characters who are outstandingly
drawn. Joint top are quite exceptional per-

formances by Tom Beard as Marlowe and
Emily Morgan as Kate Hardcastle.

Marlowe is the well-bred man who has a

way with women provided they come from
beneath the stairs, but lapses into a Fey-

deau-like stammer when confronted by a

girl of his own class. Beard plays him as if

he is the star of the show. Perhaps he is.

Even Beard, however, would not be so

good without Ms Morgan beside him. Her
Kate is the reverse of Marlowe; she can’t

win him as her real self, so pretends to be

the maid. Scenes of mistaken identity are

frequent, hilarious, and exquisitely timed.

It may seem odd to concentrate on that

pair when Donald Sinden is also in the

cast, yet he seems happy enough to take a
slightly secondary role in such company.
As Hardcastle, the genial father of Kate,

he has a little trouble with his wig; in the
second act it fell off. But it is a pleasure to

hear his plummy voice again and to watch
his magnificent stage presence.

“I love everything that’s old," he says,

“old friends, old times, old manners, old

books, old wine.” And, in this perfor-

mance, that’s the way it Is.

There is a special delight towards the

end when the late entrant. Sir Charles
Marlowe, is played by Donald's brother,

Leon. Watch them looking out from
behind the screen together. Every theatri-

cal device is there.

Queen’s Theatre 071-494-5040
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Oper Tonight: Valery Panov’s

production of Prokofiev's ballet

Romeo and Juliet Tomorrow:

Werther. Fri, next Tues: Lortzing's

Der WBdschQtz. Sat Cav and Pag.

Sun: Ken Russell’s version of

Salome. Mon: Otello, with a cast

Jed by Vladimir AHantov and Renata

Bruson. Nov 14: -first night of new
production of La FanduHa del West

(0228-773687)

BORDEAUX

Palais dee Sports Tonight and

tomorrow: Karl Anton Rickenbacher

conducts Orchestra National
^

Bordeaux Aquitaine in Chopin s

Socond Piano Concerto (Eugene

Istomin) and Bruckner’s Ninth

Symphony (5646 5854)

COLOGNE

Ooemhaus Tonight, Tues:

SnzKteh triple bill, choreography

b^Jochen Ulrich (In repertory till

Nov 19). Tomorrow, Mon:
Michetengeto Vettri conducts Tosca
with Ganna Kalinina, Mario Malagnlni

and Alain Forday (In repertory till

Nov 23). Frt Arm Murray song
reeftai. Sat Billy Budd with Boje

Skovhus In the title role and Victor

Braun as Claggart (in repertory tfll

Nov 27). Sun: Rend Jacobs
conducts L’incoronazione dt

poppea, with Patricia Schuman,
Kathleen Kuhimann, Jeffrey Gafl

and Curtis Rayam (0221-221 8400)

COPENHAGEN

Royal Theatre Tonight, Sat, next

Mon: Alexander Gibson conducts

David Radok’s new production of

Peter Grimes, with Stig Fogh
Andersen, Tina Kiberg and Norman
BaHey (also Nov 5, 1 1). Tomorrow,
Fri, next Tues: three Balanchine

ballets (tel 3314 1002 fax. 3312

3692)

DUSSELDORF

Deutsche Operam Rhein Tonight

and Fri: La Cenerentola. Tomorrow

and Sum Derfllegende Hollander.

Sat first night of new production

of baBet mixed bill, choreographies

by Balanchine, Van Manen and
Spoeril (repeated Nov 1, 6, 12, 13).

(0203-300 9100)

FRANKFURT

OperTonight, Sun: Sytoain

Cambrel!rig conducts Peter

Musabach's new production of

Wozzeck, with Dale Dueslng and

Kristine CtesinsU. Tomorrow and

Sac Cosi fan tutte. Fri: U barbiere

dl ShrfgBa (069-236061)

Alta Oper Tonight Heinrich Schiff,

accompanied by Tzftnon Bata,
plays cello sonatas by Debussy,
Franck and Beethoven. Next Tues:

Leonard Slatkfn conducts Saint

Louis Symphony Orchestra in works
by Claude Baker, Beethoven and
Richard Strauss, with piano soloist

Rudolf Buchbinder. Nov 5: Jessye
Norman (069-134 0400)
JahrhuiderthaBe Fri: Alban Berg
Quartet, pianist Rudolf Buchbinder,
(days chamber music by Janacek
and Dvorak. Sat Herbert Biomstedt
conducts Bamberg Symphony
Orchestra and Bavarian Racfio

Chorus In works by Brahms and
Janacek (069-380 1240)
English Theater Kafeerstrasse
Edward Taylor's thriller Murder by
Misadventure, dally except Mon
tlB Nov 20 (069-2423 1620)

GOTHENBURG

Konserthusot Tonight Rudolf
Werthen conducts 1 Fiammlnghi
In works for chamber orchestra,
including Elgar’s Serenade and
Britten’s Frank Bridge Variations.

Tomorrow: Hagen Quartet plays
works by Schumann, Stravinsky
and Mozart. Sat Musica Vitae
chamber orchestra plays
Lutosiawski, Haydn, Leo Weiner
and others. Next Wed, Thurs:
Neeme Jfirvl conducts Strauss and
Stenhammar (D31-167000)
Store Teatera Tonight, Fri, Sun:
Robert North's new bafiet The
Russian Story, music by
Tchaikovsky and Shostakovich. Sat
Gabriele Beffini conducts first night

of Sonja Friseffs new production

of Rigoletto (031-131300/
031-136500)

HAMBURG

Staatsoper Tonight, Sun: Gerd
Albrecht conducts Gunter Kramer’s
new production of

Getterddrnmerung, with Gabriele
Schnaut, Siegfried Jerusalem, Math
Sa/minen and GOnter von Karmen.
Tomorrow; ballet mixed bid,

choreographies by Lubovich, Ek
and Neumeiar. Fri, next Wed:
Neumeier*s version of Swan Lake.
Sat Ole Zauberfldte. Next Tues:
U trovatore with Julia Varady, Lando
Bartofln! and Giorgio Zancanara .

(040-351721)

LYON

Opdra Tonight, Fri, Sat (also Nov
3, 5, 7): Maguy Marin's production
of Coppefia. Tomorrow, Sim: Kent
Nagano conducts Louis Erlo’s

Offenbach adaptation, Des Contes
d’Hoffmarm, with a cast led by
Daniel Galvez-VaHejo, Jos6 van
Dorn, Gabriel Bacquier and Isabelle

Vemet (7200 4545)

MUNICH

EUROPAMUSIGALE
Throughout October, orchestras
from more than 30 countries have
been visiting Munich as part of a
festival aimed at giving a
sound-picture of Europe’s cultural

diversity. The festival comes to an
end over the next five days with

orchestras from Ireland, Austria,

Romania. Switzerland and Estonia.

Most concerts take place at Gasteig.

Tonight RTE Concert Orchestra
of Dublin plays works by John Field

and Hamilton Harty. Tomorrow: Seiji

Ozawa conducts Vienna
Philharmonic Orchestra In Haydn,
Bartok and Dvorak. Fri: Horia
Andreescu conducts Romanian
National Radio Orchestra in works
by Enescu and other Romanian
composers. Sat Armin Jordan
conducts Orchestra de la Suisse
Romande in works by Eric Gaudibert

(b1936), Bartok, Debussy and Ravel,

with piano soloist Martha Argerich.

Sun morning: Estonian State

Symphony Orchestra plays Tubin,

Part and other Estonian composers.
Sun evening: dosing gala with

European Community Youth
Orchestra and Bavarian State Opera
Chorus, plus vocal soloists including

Teresa Berganza, Francisco Araiza,

Edita Gruberova and Yevgeny
Nesterenko (089-4809 8614)

BAVARIAN STATE OPERA
Tonight Sat next Wed: La boheme.
Tomorrow: John Cranko’s baflet

The Taming of the Shrew. Fri:

Salome with Mara Zampieri and
Ekkehart Wlaschiha. Sun: Minkus1

ballet Don Quixote, production by
Ray Barm. Mon: Le nozze dl Figaro.

Tues (Prinzregententheater):
Waltraud Meier song recital

(089-221316). The company's new
intendant Peter Jonas, and music
director, Peter Schneider, outline
policy tomorrow evening at Gasteig

in conversation with Munich critic

Wolfgang Schraber (089-4809 8614)

OTHER EVENTS
New York Harlem Theatre presents
Porgy and Bess daily except Man
at Deutsches Theater (089-5523

4360). Kammerspiele has a new
production of Thomas Bernhard’s
play Am ZJei, and repertory also

includes Shakespeare's Much Ado
About Nothing and King Lear
(089-2372 1328). Residenztheater

has new productions of

Shakespeare's The Taming of the

Shrew, Ibsen's The Wild Duck and
Chekhov's The Cherry Orchard
(089-225754)

OSLO

Konserthus Tomorrow. Fri: Eduardo
Mata conducts Oslo Philharmonic

Orchestra in works by Revualtas,

Chavez and Dvorak, with violin

soloist Emanuel Borok (2283 3200)

STOCKHOLM

Konserthuset James Judd
conducts Royal Stockholm
Philharmonic Orchestra tonight and
tomorrow in works by Frumerle,

Bartok, Ravel and Janacek, with
violin soloist Kurt NIkkanen. Sat
afternoon: Hagen Quartet plays

works by Haydn, Janacek and
Schumann. Nov 7: Itzhak Perlman
violin recital. Nov 11-20: Penderecki
festival (tickets 08-1021 10
information 08-212520)
Royal Opera First night tomorrow
of Knut Hendriksen’s new
production of La traviata, conducted
by Marco Guidarini, designed by
Ralph Koltai, cast led by Lena
Nordin (repeated Oct 30, Nov 1,

3, 5, 13, 16. 18. 20, 22). Repertory

includes Cosi fan tutte, Efektra and
Beryl Grey's production of Sleeping

Beauty (tickets 08-248240
information 08-203515)

ARTS GUIDE
Monday: Berlin, New York
and Paris.

Tuesday: Austria. Belgium.
Netherlands, Switzerland,
Chicago, Washington.
Wednesday: France, Ger-
many, Scandinavia.
Thursday: Italy, Spain,
Athens, London, Prague.
Friday: Exhibitions Guide.

European Cable and
Satellite Business TV
(All times are Central Euro-
pean Time)

MONDAY TO THURSDAY
Super Channel: European
Business Today 0730; 2230
Monday Super Channel:
West of Moscow 1230.
Super Channel: Financial

Times Reports 0630
Wednesday Super Chan-
nel: Financial Times
Reports 2130
Thursday Sky News:
Financial Times Reports
2030; 0130
Friday Super Channel:
European Business Today
0730; 2230
Sky News: Financial Times
Reports 0530
Saturday Super Channel:
Financial Times Reports
0930
Sky News: West of

Moscow 1130; 2230
Sunday Super Channel:
West of Moscow 1830
Super Channel: Financial

Times Reports 1900
Sky News: West of

Moscow 0230; 0530
Sky News: Financial Times
Reports 1330; 2030
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Edward Mortimer

Mr Douglas
Hurd should be
pleased. For
mouths the
British foreign
secretary has
been trying to
persuade the
world to forget

_ . about Bosnia.
While brilliantly exploiting the
presence of British troops “on
the ground" to diwa^p any-
one else from trying to help
the Bosnian government
(Mend itself and its people, be
has made it dear that in his
view sending troops there at
all was a rash policy, forced on
the government by the media
Visibly irritated by pressure

to take a less neutral Une. Mr
Hurd has repeatedly mused
aloud on the arbitrary spot-
light that the media shine on
some conflicts while nagio^ng
others. He seems to take a mor-
bid pleasure in ennnwrating all
the other places in the world
where wars are going on. “Why
bother me with Bosnia.” is his
Implicit message, “when this
sort of unpleasantness is really
quite normal? Tell us more
about Tajikistan, or Georgia,
or Angola, where things just as
horrible are happening.0

Mr Hurd should be pleased
now because, in terms of media
attention, the war in Bosnia is

almost over. We hear about it

mainly In the past tense, as an
episode which poisoned rela-

tions between Europe and the
US during the summer, and
which both sides are now try-

ing to put behind them.
But it is not over. It is as bad

as ever. Sarajevo Is still being
remorselessly pounded by Serb
shells. Its people are down to

two or three hundred grammes
of food a day (less than half
what the UN considers a mini-

mum). Winter is nearly here,

but they have no fuel left and
precious little shelter. The situ-

ation in other supposedly UN-
protected “safe areas'* is even
worse. Thousands will freeze to

death before they starve,
though in many cases it may
be a moot point

In early August, Nato threat-

ened air strikes ifthe “strangu-

lation” and shelling of Sara-

jevo and other “safe areas”
continued. But last week Nato
defence ministers met, and air

strikes were not even on the
agenda. At least they had the
honesty not to utter any more
empty threats. They did not
have to, because Bosnia is no
longer headline news.
The precedent for Bosnia

was Kurdistan. Television pic-

No news
is bad
news

In the absence
ofTV cameras,

victims of
aggression can
be left to suffer

tures of the exodus from north-

ern Iraq triggered western mili-

tary intervention in April 1991,

just as Him of Bosnian Mos-
lems in Serb concentration
camps triggered the “humani-
tarian” UN operation in Bosnia
last year. But the latter has
been a feeble affair compared
with the former. Saddam Hus-
sein has by and large left the
Kurds alone, because military

action has taught him to take

western warnings seriously.
The Serbs and Croats in Bosnia
have learnt the exact opposite
Even the Kurdish “safe

Thousands of
Bosnians
will freeze

to death before
they starve

haven" is still snbjected,
absurdly, to UN sanctions
directed against Saddam's
regime. But the Kurds are not
Saddam's only victims. What
he has done to the Shia popula-
tion in the south, especially

since the abortive uprising
that immediately followed the
Gulf war, is just as bad. But
Hurd’s Law applied. There
were no TV cameras in
southern Iraq during the upris-

ing, and therefore no serious

pressure on western govern-
ments to intervene.

Very late in the day, that
omission was partially rectified

last night, with the screening
on British independent televi-

sion of a documentary, Sad-
dam's [Oiling Fields, made by
historian Michael Wood. It

Included amateur video of the

holy city of Kerbala, as Sad-

dam's tanks moved in on it,

and showed the more recent
draining of the marshes into

which the refugees fled. This

has destroyed hundreds of vil-

lages and the entire way of life

of the Marsh Arabs. Saddam
used all his usual methods,
including, it now appears,
chemical weapons.

Mir Hurd is right Atrocities
are not unique to Bosnia, or
even Iraq. But what makes
Bosnia and Iraq nniipw is ftp

specific, undischarged respon-
sibility of western powers,
including the UK In both cases.

The Shia uprising in Iraq
was a direct consequence of
the Gulf war. It happened vir-

tually within sight of the victo-

rious coalition forces, but they
did not lift a finger, nor did
their political leaders utter a
word, to deter Saddam's forces

from suppressing it. Much
later, a “no Qy zone" was pro-
claimed in southern Iraq, but
Saddam has been able to con-
tinue his ruthless work with-

out using air power. Only the
threat of allied action against
his ground forces coaid create
a “safe haven" in the south
comparable with that in the
north. Thai a provisional gov-

ernment for both north and
south could be established and
recognised, which would be a
big step towards the liberation

of the whole country.
As for Bosnia, it was virtu-

ally obliged to declare indepen-
dence by the EC’s recognition
of Croatia and Slovenia. But
the EC - with Britain in the
lead organising peace confer-

ences and supplying their

chairmen - has prevented it

from obtaining weapons to

defend itself and has extracted
concession after concession
from its leaders as the sup-
posed price of an imaginary
peace. Now there is talk of
reconvening the iiondnn con-

ference, which last year
reached “agreement” on vari-

ous principles. None have been
acted upon.
No doubt a peace conference

will be needed eventually, but
right now the Bosnians need a
massive airlift of food, fuel and
shelter materials to Sarajevo,

and convoys that get through
to the smaller enclaves. That
in turn means that those who
want to help must be prepared
to use force, from the air or on
the ground, against those who
themselves use force to pre-

vent supplies getting through.

But the west. Including
Britain, now seems resigned to

leaving southern Iraq in the
grip of Saddam Hussein, while

Bosnia freezes and starves to

death. No wonder Mr Hurd is

relieved when the media turn
their attention elsewhere.

T he special European
Council meets on Fri-

day to mark the entry
into force of the Maas-

tricht treaty on November L
Some people would have us
believe

.
that this should be

more of a wake than a chris-

tening. They would argue that

the crisis in the exchange rate
mechanism, resulting in
August in fluctuation bands of
plus or minus 16 per cent, has
set back the cause of exchange
rate cooperation and the sto-

gie currency by many years, if

not indefinitely.

Such a view overlooks the
strong commitment most gov-
ernments still have to Euro-
pean monetary union. The
extent of this commitment can
be seen in the absence of any
moves by European govern-
ments to “make the most” of
the wider bands by cutting
interest rates and letting their

exchange rates depreciate.
The temptation to do this at

a time of recession is obviously
considerable. So why have
they not done so? The only
credible explanation is that
they -are still determined to
proceed to stage three of Emu
and the creation of a stogie

currency, and that this
approach is indivislbly associ-

ated in the minds of govern-
ments with Tnaint«rfninp priori-

ties as close as possible to their

old, narrow 235 per cent fluc-

tuation bands.
There are, however, dangers

to sticking to this policy. The
longer that monetary policies

remain too tight for domestic
economic recovery to take
place, the more damaging the
effects on the economy. In
turn, the longer recession
lasts, the greater the reduction
in demand for currencies of
stagnating economies. More-
over, in most European coun-
tries, budget deficits are high,

leaving governments little

room to manoeuvre their econ-

omies out of recession by stim-

ulating demand.

The time is therefore right

for some policy rebalancing
towards looser monetary and

tighter fiscal policy, with two
crucial provisos. First, mone-
tary policy should only be loos-

ened In those countries where
it is so tight, in relation to

underlying economic circum-
stances, that it can be loosened
without any risk of fuelling

inflation. Second, policy moves
in this direction should take

place to the context of a Euro-

pean consensus on the extent

and mannar in which it could
be done. It would, of course,

still be up to each country to

decide whether and how it

wished to take such action.

For governments to adopt

Sir Leon Brittan argues that EC convergence
can be achieved without narrow ERM bands

Time to retune
for Emu harmony

such an approach, they will

have to be persuaded that
attaining Emu does not depend
on sticking as closely as possi-

ble to the former narrow
bands. They wifi have to be
persuaded that it is possible to

have a sound monetary policy

without relying exclusively on
the external anchor, it will also

mean overcoming the rears in

many quarters about the dan-
gers of excessive volatility if

member states decide to use

their new freedom to permit
substantial movement in
exchange rates. This could
riamagp the single market to

manufactured and agricultural

goods as well as economic
cooperation between member
states. This is why any greater

flexibility must be exercised
within an agreed framework,
which would not encourage
competitive devaluations but
only permit 'interest rates to be
lowered where domestic mone-
tary condWonsJustified iL

Friday’s Council meeting
provides an opportunity for

such a framework to be put to
place, and for the road to Emu
to be redefined in a way that

takes account of changing cir-

cumstances *md that will also

help a number of economies to

move out of recession.

AS a minimum
, the flrnmr.il

must agre8 on the site of the
European Monetary Institute,

which will oversee stage two of

Emu, and appoint Its head. But
this is not enough: It would
enable Europe to comply only
with the letter of the treaty,

not with the spirit, and would
not represent a move closer to

a single currency in itself.

Heads of government therefore

also need to encourage the sort

of changes in European eco-

nomic management, which I

have outlined, to taka place.

They should not just restate

their commitment to Emu. but
take action to make it more
Ukely. They should use the fact

that stage two of Emu begins

in January to strengthen pol-

icy coordination in compensa-
tion for the wider bands. Hie
Maastricht treaty establishes

that it is a key task of the EMI
to stage two “to strengthen the

coordination of the monetary

policies of member states with,

the aim of ensuring price sta-

bility". It «i-«n says that mem-
ber states shall regard their

economic policies as a matter
of common concern and should
co-ordinate Hww
The European Council

should therefore commission
from EC economic and finance

ministers (Ecofin), for the
December summit, an outline

economic strategy for member
states and the Community as a
whole, which provides enough
flexibility to allow member
states to rebalance their poli-

cies as necessary, while also

reinforcing their co-operative

nature.

Ecofin could telp this to hap-

pen by agreeing an overall tar-

get inflation range. Member
ateteg could than express (Mi
to terms of individual money
supply growth limits which
would act as an intermediate

target in place of the exchange
rate. ERM participants will

Hum to many cases that'

their present rate of monetary
growth will justify much-
needed, interest rate cuts, with-

out injecting inflationary pres-

sures into the economy.
Thin regime haa a onmher of

advantages, notably flexibility,

since each member state win
be able to follow the monetary
targets it considers most
appropriate, within the agreed
overall discipline. Additional
riterip]me will sham from ttie

fact that the EMI, alongside
the council, could provide a
forum for discussion which
would help to add Anther cred-

ibility to the pro-announced
targets. In many ways this sort

of scrutiny would-be a natural
wtimdm of evicting arrange-

ments for submitting conver-
gence programmes.
Nonetheless, tears about

exchange rate volatility and
the impact that could have on
Intra-EC trade are not to be
discounted. It is understands

able that ^Tvola-
not want to trigger so*
tuity by interest rate cuts, but

Sis ter from clear that

“ige rates wifi move

erratically as a result^j^^T
but informally co-OTdiuated

monetary policy. Interest rate

once aga^ X
tafcan on the basis of*
announced anchor. And the

maintenance of the ptegent

informal policy of sticking

dose to the old narrow bands

is not likely to be a perma-

nently viable option.

This alternative that I sug-

gest would mean that toere

would probaWy be damps in

the current central Paries

within the ERM. But, quite

apart from the fact tWttimt

would help some countries *
move out of recession, it would

paradoxically hringEmu
nearer, rather than push It ter-

f
tber into the distance- to the :

first place this approach would

promote closer monetary and

economic policy coordination,

which is an essential prerequi-

site for the move to Emu- But

In addition the new panties

that would emerge from such a
pnHry would be more firmly

based on economic fundamen-

tals than the present ones. As

such, they could be more- sta-

ble and realistic.

They would also tend them-

selves to an earlier return to

narrow bands if that is desired,

although a return to the nar-

row hand* ehmiM no longer be ^

'

.seen as a necessary precondi-

tfon for the flrtaT move to a
angle currency.

Before the recent upheavals

it seemed reasonable to regard

the gradual freezing of ERM
pan'Hps as the best way of ach-

ieving Emu. But the principal

. lesson to be decreed from the

upheavals is that we were put-

ting greater weight on the

ERM than it was ever intended

to bear.or was capable of bear-

ing. The ERM was intended by
its -founders to bring about
greater stability but not to pre-

vent . realignments when
cfrangBs .in economic circum- •

stances rendered this neces-I,.

sary. The use of an ever more
- rigid J&tM as a way of forcing {
convagence was tempting but \

to retrospect doomed to (allure.

- Convergence - must be
attained by other means. This
win to tips lead to more stable

exchange rateSj. based mi eoo-

-namfe fundamentals and, in
toe course, for those countries

that ere ready, the move to. a
. stogie cogency can be decided
and Implemented directly,

• wtihotit prop of
yecas ofa narrosMrand ERM.

: Theraithorn ffieEC trade •
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Relief of

poverty should

determine aid
From Mr Martin Griffiths.

Sir, The distorting impact of
foreign policy on Britain’s aid

(“Logic was no match for for
eign policy", October 22) comes
as no surprise to those of us
who recall the government’s
explicit intention in 1980 to

"give greater weight in the
allocation of our aid” to politi-

cal considerations.

In the Reality of Aid report

earlier this year, NGOs work-
ing with the world’s poorest
communities noted the World
Bank estimate that 40 per cent
of world aid was diverted from
poverty reduction to middle
and high-income countries
“largely for political purposes”.

The Overseas Development
Administration has recently
taken a number of important
steps to increase Its focus on
poverty. The forthcoming
European Community council
of development ministers will

consider a proposal to increase
the poverty focus of EC aid,

initiated daring the British
presidency.

The record shows that, when
the ODA Is able to make pov-
erty the priority, British aid
can be very effective in areas
such as humanitarian relief.

The strong and consistent sup-
port of the public for UK aid
targeted on poverty reduction
was echoed in a June 1983
Actlonaid/Gallap Survey,
which found 87 per cent of MPs
wanted more attention to be
given in this category of spend-
ing to aid for basic needs.
The National Audit Office

report shows that the diversion
of British aid for foreign policy

purposes serves neither the
interests of the poorest nor the
taxpayer, nor indeed Britain's

long-term commercial and
political security. The govern-

ment should end competition
between the developmental,
political and commercial inter-

ests in aid by stating explicitly

(in line with the World Bank)
that sustainable poverty reduc-
tion must be the primary deter-

minant of British aid spending
and the benchmark against
which its success is evaluated.

Martin Griffiths.

director.

Actkmaid.
Hamlyn House,
Macdonald Road.
Archway,
London N19 SPG

Misguided DTI thinking
on attracting investors
From Mr Graham Stringer.

Sir, Having injured Manches-
ter by withdrawing the

assisted area status so vital for

gaining investment, Tim Sains,

bury, the industry minister,

has added insult by suggesting

to the Association of Metropoli-

tan Authorities that cities

should stop promoting them-
selves abroad. He wants them
to subjugate themselves to

regional development organisa-

tions.

He wrote to the association

on July 19, saying: "It is far

better for local interests to con-
centrate on getting the product
right, by the provision of suit-

able sites and infrastructure,
so that they can convert inves-

tor Inquiries into local success,

and to contribute to the overall

regional message put out by
the RDO.”
This would be an outrageous

limitation, particularly when
the government’s Inward
investment campaign is under
fire for stressing Britain’s low
wages rather than the positive

advantages of our main cities.

Most of Manchester’s foreign

investment flows from local

strengths and local enterprise.

US cinema giant UCI, for exam=
pie, has taken office space in
Manchester because of the

city’s airport link to Los
Angeles. And no doubt cities

such as Liverpool and Birming-
ham could cite andtar cases.

Meanwhile, the Department
of Trade and Industry's Invest
in Britain Bureau is not bring-
ing home much bacon. Not one
of the hundreds of cases han-
dled by the bureau last year
resulted directly in a company
coming to Manchester.
Mancestac City Council

its own Manchester Campaign
with Manchester Airport and
tife Central ManchesterJpevet
opment Corporation, ,and its

business promotion brochure'-
has already sparked invest-
ment interest in Japan,.the US
and Europe. These same inves-
tors find it bizarre, that .the

government’s promotion
machine has nothing to say
about Manchester.

Britain’s great dries need to
advertise their strengths,
abroad. And until the govern-
ment understands the impor-
tance of these cities to the
nation's economy, that econ-
omy will remain weak. As
weak as Mr Sainsbury’s Ideas
on the subject.

.

Graham Stringer,

leader of the city council,.

Town HaB,
Manchester M60 SLA

Time for a long overdue change
From Mr Michael
Henderson-Begg

Sir, Once again we have put
our docks back to British win-
ter time and free darker eve-

nings. more road accidents
Involving children, and time
disalignment with the rest of
Europe.
With rising commuter fores

and foiling transport infra-

structure Investment, this

appears to be another govern-

ment attempt to erode Lon-
don's. standing as Europe’s
main finanrial centre..

Has the time not come for
our clocks to be permanently
aligned with those of almost all

of western Europe, namely cen-
tral European time? :

.

Michael Henderson-Begg,
Bartholomew House,
66 Westbury Road,
New Malden,
Surrey KT3 5AS

credentials in

'Ftim MrAnthony

'

McCaHrJydson.
Joe Roga^_ —

Cfthe South African scene d»-
jptsojied some familiarity .with

the aibjficfc But tos lofty asser-
tion that the newly formed
Freedom Alliance’s leaders
flpfcathft. Conservative pally ,.

Afrikanj^ Voflssfront, Bophu-
•tfratswafi& and Ciskel) have
poor 'credentials as demo-
crats cannot pass without
comment.

r

I-wfll not attempt -to dpirq

fliat. Africa produces- state-of-

the^artj western-style demo-
crats. But. „as many weli-to-
farmed South Africa correspon-
dents, ; ' human rights
campaigners (tachxfing Ffoten

Suzman) and political common.
fotors have observed, the two
most blatantly undemocratic
organisations to South Africa
are the' ANC-South African
Communist party aHianr*. and
tfae rultog National party. Itis
dfficua toTdetermine which of
them has the mote shamefiaL
hnmafi rights record or which,
teittos. past, had the firmer
restive to ,squash .free speech
or criticism. -

fe*1 U» AN€-
SACP alliance is the greater
affemte, stoce leftwtog "tea-
soratopr. is now so virulent
Either way, one wanders what
ax earth Joe Rdgaljr is trying

implying
I’sorPresL

awtatfglsto* unpresstve, canme both good public
rotations men, not democrats - •

Anthony McCaR-Judson,
head ofpublic affairs.

Affairs:

P/ceatWy,House,
33j37 Regent Street
London 8W1Y4N&

Pensioners and their needs will not go away f
From Mr Richard Thomas.

Sir, John WQlman (“Welfare

versus wealth of nations",
October 25) is right to Identify

the challenge to policymakers
of an ageing population. But he
seems to have fallen into the
same trap as many govern-
ments, which think washing
their hands of the problem -

by reducing state provision -

will mean it goes away. Pen-

sioners will still be there, even
if they do not all appear on
government accounts^

I am agnostic oajhe public,'

private divide. Ends are 'more
important thanTOaarar-PnrHrirm

,

provision should, be efficient,

equitable, comprehensive and:
secure^and .vgtdcb^emifnecbatu
nisms serve these objectives

best should be empfeye& - •<

®nwwnis mustensure tt
QWeetiWS are met New m,finMMA Aw«. 1— L ^

for.PubUc PbBar
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Canadian
landslide

- -Y

IL FlRST-past-the-post" let the dollar slitSj™*1 system can produce dilemma, whiclWarre results when more than make for less sp«

ofthS^S ahares m economic po£*£«* especially if some of rhetoric suggest*them have, supporters scattered Similarly; not
throughout the country while oth- be made of th<

strone- North America
holds. Wltn^8 the fate of the Pro- Agreement Thar

!USiVe Pflrty» ^de wing wit
which unhl yesterday formed the party, which woi
eowarnment of Canada but now if Mr Chr&ien r““S"*** to a “ere two the treaty w:
seats in toe House of Commons. demands for rene
unquestionably, the Conserva- no doubt ask for

turns would have lost the election certain issues
imder any system. Yet they actu- dumping and di
any won a larger share of the total Perhaps he will
vote than the Bloc Qudbfecois, out of Mr Clintoi
whichwtth 54 seats wffl now form for one or two
the official opposition, and about agreements". Bui
the same share as the Reform treaty as a wfaoli
party which won 53 seats', almost not in Canada be
all in the western provinces of grass.
Alberta and British Columbia.

It would therefore be wrong to r . , .

take the apparent annihilation of Firmly committed
the Tories at face value, or to Most interest win focus on the
assume that it will he permanent, constitutional consequences of
They retain control of two provin- -Monday’s vote. It is certainly not
dal governments and half the an outright victory for separatism,
seats in the upper house. They The Liberal party, which won
remain the natural political home seats in an 10 provinces, is if any-
of Canada's business elite, and the thing even more firmly committed
only party which can credibly to the federation than were toe
present Itself as a nationwide Conservatives; and the victory of
alternative. Mir Lucien Bouchard's Bloc Quflbfe-
Ms Kim Campbell, the outgoing cois (BQ) in Quebec should be

j

prime minister, who lost her own seen as an expression of protest
seat, cannot escape responsibility rather than a settled detennina-
for her party's debade. No doubt

'

' torn to secede,

the main teeter was Canada's More ominous, perhaps, is the
floundering economy, with unem- victory of the Reform party in the
pLoyment at 1L2 per cent. But Mis " west, reflecting in part a mood of
Campbell succeeded by an inept exasperation with Quebec’s insts-

campaign in turning defeat into tence on special treatment The
headlong rout Since one of her Liberals may Heel they have to
main blunders was to warn that cater for this mood by a more
unemployment would stay high rigid federalism, which in turn
until the end of the century, the would provide the BQ with new
sad lesson is that, democracies do ' grievances to play on. Mr Bou-
not reward leaders who tell them chard could yet be propelled into

unpalatable truths.: . .. independence on a wave of
~ Rngfiah-spaaking impatience.

-I- j siAmmn AH in all the result reflects the
Familiar dilemma worldwide reassertion of national

The incoming Liberals present or communal iifantitips in the face

themselves as economic "pragma- of ginhaifomg economic and cul-

tists” somewhat in toe Clinton tural trends. The Liberal victory is

mould. Mr Chrfitien Is pledged to - in part an expression of Canadian
create jobs by pumping money

:
nationalism, faced with the eco-

into the economy, but his room for nomic dominance of the US. while
manoeuvre la ttwiitod by the mar---the-BQrepresent*a French-speak-

kets. The federal deficit is already rag particularism that would
large, and if toe new government rather deal directly with Washing-

risks increasing it by any sigmfi- ton or New York than have to

cant fiscal stimulus it will either work through Ottawa. European
have to Increase interest rates or spectators should feel at home.

How to pluck

let the dollar slide. It is a familiar
dilemma, which will probably
make for less spectacular changes
in economic, policy thm electoral
rhetoric suggested.

Similarly, not too much should
be made of the danger to the
North American Free Trade
Agreement There is a strong free-
trade wing within the Liberal
party, which would not be happy
if Mr Chr&ien risked scuppering
the treaty with, unrealistic
demands for renegotiation. He will
no doubt ask for ‘’clarification" on
certain issues such as anti-
dumping and dispute-resolution.
Perhaps he will even taka a leaf
out of Mr Clinton's book and ask
for one or two symbolic "side
agreements". But the fate of the
treaty as a whole will be decided
not in Canada bat in the CJS Con-
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geese
SUPPOSE THE UK chancellor

decides that a . further fiscal

adjustment,- beyond that left

behind by Mr Norman Lament, is

indeed required. How should he go
about, it?' How far, in particular,

can he rely on cuts in public

spending, rather than increased

taxation?

The answer is that he will be
forced to rely on taxation. As the

Green Budget- from the institute

for Fiscal .Studies demonstrates,

the government would be doing

well even to keep to its announced
targets for public spending. This is

so lar three reasons. -

Krst, ran the government's fore-

cast of Inflation, the reaT growth
of the new control total, which
covers supposedly _npn-cyclical_

public spending; is set at less than

2 per cent in each of toe next four

financial yews. This is less than

the growth of total public spend-

ing in the recovery years of the

last cycle, even though Mrs Mar-

garet Thatcher was then in charge

and the government’s majority

was milch larger.

Second, most of the programmes

that were easy to cuthave already

been severely trimmed. Thus 72

per cent of general government
expenditure ts now accounted for

by social security (29 per cent),

health (15 per cent), education (12

per cent), defence (9 per cent) and

debt Interest (7 per cent). Debt

interest Is bound to rise.' Defence

spending is already set 'to. fell to.

just over 3 per cent of GDP by

1995, well below previous levels.

Any “cute" elsewhere are likely to

be absorbed in those self-same pro-

grammes. In the case of health, for

example, present plans are for

increases in real spending of 1 pot

cent a year. Such a low rate of

increase is virtually inconceivable.

Manifesto commitments
Finally, some Important pro-

grammes are protected by mani-

festo commitments; to increase,

the level of real resources in the

National Health Service year by

year, for example, and to preserve

child benefit .......
This does not mean that it

would be impossible to cut piddle

—ending, even drastically- But it
Speui n,i_ if Hu, one.

Troment were to make radical

SSSSs in politically sensitive

SSfwith Mr Major as prune

JSStJ-teid Mr Clarke as chan-

will not happen, . bar

the far from inconceivable onset

of an overwhelming fiscal crisis.

For the moment at least, adjust-

ment will have to come on the

side of taxation- This “political”

chancellor is likely to see the

desirability of announcing the bad
news now, even if additional taxes

are once more to come into effect

in fcture years. He win want to

introduce measures that are nei-

ther too visible nor too inflation-

ary." He will also want measures

that can be presented as part of a
desirable fiscal reform (though Mr
Lamontis attempt to portray VAT
on fuel as an environmental mea-

sure was notably unsuccessful).

Ideally, the chancellor would in

. feet have radical reform in mind,

though there is little reason to

suppose he does.

Splashyways
U good performance of the econ-

omy were to allow announced tax

Increases to be “given back" . in

subsequent years, the chancellor

could always oblige. He would
want to do that in splashy ways,

uniat would be most undesirable

would he for increases in distort-

ing, but less viable taxes, such as

national insurance contributions,

once again to be used to finance

cuts in less distorting, hut more
visible taxes, such as income tax.

• The Green Budget notes many
ways of raising revenue. The tax
value of personal allowances
could, for example, he restricted to

foe 20 per cent rate, which would
raise £5.7bn; allowances and

j

thresholds could be .frozen at cur- !

rent real levels, which would raise

£lbm mortgage, interest relief

could be phased out; which would
raise £3bn-£4bn; advance corpora-

tion tax gnd toe tax repayable to

tax-exempt shareholders could be
reduced from 20 per cent to zero,

.which.would raise £3bn; and stan-

dard rate VAT could be imposed
on zero-rated goods (excluding

housing), _which would raise

£10.7bn (but Increase consumer
prices by 3.7 per cent), while a 5
per cent VAT would raise £3.lbn.

None of these options would be

popular^ Some would be both

Unpopular and retrograde. Restric-

tions on. allowances and thresh-

M r Rob Holland is a
superintendent
with AOC Interna-
tional, an offshore

construction com-
pany.- He and Ms work crew
recently spent a month dangling on
scaffolding beneath the Brent Bravo
oil platform in the North Sea, weld-
ing a 100ft steel beam to its under-

foie. Thebeam was so heavy that it

had to be split Into five sections and
manhandled Into position with
block and tackle.

The work was the start of what is

likely to be one of the most ambi-
tious engineering projects under-
taken In the North Sea. • •

Shan and Esso, joint owners of
the 17-year-old Brent field, the larg-

est in the UK sector, are trying to

extend its life beyond its 1998 expiry
date with a £1.3bn prefect to re-pres-

surtee the wells and modernise
three of its four production plat-

forms.

According to Mr Walter van der
VUver, manager of the Brent fields

in Aberdeen, this plan - if it works
- should add 10 years to Brent’s life

and minhto it tO protiuC8 additional

tel and gas equivalent to the output
of a spiaH to medium-sized North
Sea field. He describes it as “mid-
life crisis work"..

The Brent project is a striking

example of 1what many see as a new
stage of life for foe North Sea. With
more than, a quarter of a century of
production behind it. Its installa-

tions are showing their age and for-

cing oil companies to decide
whether to invert in aytanrifng thter

lives. Mr David Black, who analyses
North Sea developments for Wood
Mackenzie, foe stockbroker, says:

“There is a -realisation now that
some fields which have been around
for some time still have useful life

left.”

Decisions are being influenced by
a number of factors. The most
pressing is the weak oil price, now
close to its lowest point in real

terms since North Sea production
started, which is prompting greater
finanrii'l rigOUT.

In spite of the substantial cost of
redeveloping Brent, Shell believes
that it will yield significant gains In
efficiency: manpower offshore wifl

be reduced by up to a half which, in
turn, will sharply reduce the cost of
servicing and supporting platforms.

Shell calculates offshore labour
costs at £60 an hour. According to

Mr Van de Vl/var, foe Brant plan
has been successfully tested against

oil at $15 a barrel, compared with
its current price of $16.30. “And
even If it fell to $12, we'd go ahead,"

he says.

Unfortunately, toe characteristics

of Brent ofl are unique, so other

fields cannot be given the identical

treatment But rapid advances in

technology and greater cost-aware-

ness have opened up other pros-

pects.

A different technological
approach was adopted at Scott, a

Oil groups are launching costly schemes to refurbish
their ageing offshore platforms, writes David Lascelles

Mid-life crisis in
the North Sea

UK oB production 1075-2010
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Compared with the untidy jumble
of older platforms. Piper B has a
sleek, space-age look. Its most dra-
matic features are the eight alumin-
ium lifeboats jutting out of the side,

ready to nosedive 80ft into the sea
in an emergency. The platform lay-
out puts personal living quartos at
the opposite end from the oil and
gas facilities - and shielded by fire-

resistant walls.

The platform cost El^bn. But its

sophisticated controls mean that
operating costs will be lower than
Piper Alpha’s - as little as £2.50 a
barite, according to Mr Michel Rom-
ieu, chairman of Elf Enterprise Cal-

edonia, the operator.
But this willingness to invest

large sums of money in order to
achieve long-term savings Is rela-

tively new to the North Sea. Dr
Chris Fay, managing director of
Shell UK, says: "We used to mea-
sure things by their capital cost;

now it's by their lifetime cost." This
change has had a profound influ-

ence OH planning,
and mwans that

new equipment in the North Sea is

of higher quality - the extra cost
being justified by the feet that it

should last longer.

A further stimulus to this

growth was the govern-

ment’s decision in the

last Budget to change
the way North Sea oil is

taxed so as to give greater incen-
tives to production rather than
exploration, reflecting the view that

all the big fields have now been
found. Although much of the rede-

velopment work, including Brent,
was launched before the change
was announced, there is now a
stronger Incentive for the owners of

the largest fields to invest In

extending their lives.

According to the latest estimate

from Scottish Enterprise, the eco-

nomic development agency, some
£40bn is likely to be invested in UK
North Sea ofi production over the
next four years, including the devel-

opment of 70 new wells. This will

help output from foe sector to rise

to a peak of 2.48m barrels a day in

1995, up from some 2m this year,

although after that it will start tail-

ing off as fields dry up.

Mr John Browne, chief executive

of BP’s exploration division, told

the Offshore Europe pyhihitinn in

Aberdeen last month that BP would
be raising its investment by 10 per

cent over the next three years. He
expects to see his own company's
UK production rise by more than 6
per cent as a result

Mr Browne forecast that new
technology and cost reduction could

increase North Sea oil recovery by
as much as 25 per cent from 60bn
barrels to 75bn (to date some 12bn
have been extracted). Other oil

executives found those figures over-

optimistic. Bid they do not disagree

with the implication that the North
Sea should manage to stave off old

age for some years yet

-SojraWoodMKfcarato
aooar sour

new field which came into produc-
tion earlier this year. Cost savings
were achieved by pre-drilling the
wells and i«*ating as much well-

head plant as possible on the sea
floor rather than on the platfbnn.

This enabled Amerada Hess, foe US
operator, to complete in only four

months start-up work that would
normally have taken more than a
year, and will lead to reduced man-
ning, according to Mr Rex Caisford,

director of projects.

In some fields, manning reduc-

tions are being taken much farther.

Shell is planning to reduce the
nnmhar of men at its giant Leman
gas field in the southern sector of

foe North Sea from more than 100

to only a handfhl by 1996. It has
also commissioned a study from
Kvaerner, the Norwegian offshore

constructors, for a new type of plat-

form that would be unmanned, and

would only need to be visited by a
support vessel once a year.

Although new seismic techniques
and sophisticated drilling and oil

recovery technology tend to attract

the most attention, one of foe most
significant advances offshore was
the development of floating cranes,

capable of liftingloads of more than
10,000 tonnes in one go, compared
with 1,000 tonnes previously.
Thanks to floating cranes, installa-

tions containing complex plant and
machinery can now be assembled
onshore where costs are a fraction

New wave: foe Brent Bravo oil platform, which is undergoing an overhaul

of those offshore, and then floated

out and lifted onto the platform.

Cost consciousness has even
forced changes in the relationship

between North Sea platform opera-

tors and their contractors - tradi-

tionally an area where the oil com-
panies kept the benefits of greater

efficiency to themselves, excluding

others from sharing in

In what is likely to be a pioneer-

ing change, the operators and con-

tractors in foe newly opened Hyde
gas field formed a partnership

where any savings In development

costs were stored out among the
five members. Normally, the opera-

tors would hire the contractors at a
fixed rate, which gave them an
incentive to make a high-priced ten-

der for the work.

Mr Chris Rhodes ofBP, <me of foe
two oil companies involved (the

other being Statoil of Norway),
says: “We felt there was something
to be gained from a different rela-

tionship with the contractors, one
that would take costs out rather
than take them in." There was scep-

ticism in the industry that the

experiment would work, but Hyde
came in 25 per cent below its £50m
budget, and Mr Rhodes estimates
that three-quarters of these savings
were due to the arrangement
According to estimates by Wood

Mackenzie, new technology and
organisational methods have halved
production costs in the North Sea.

At old platforms these range
between £L50 and £5.50 a barrel, at
new ones only £150.

Shifting patterns in energy use,

particularly the growing popularity

of natural gas, have also played a
part Once flared off as a useless

by-product gas is now making mar-
ginal fields viable, and is likely to

overtake oil as the North Sea's lead-

ing product within the next 10
years.

The other factor shaping develop-

ments is the attention to safety

since the Piper Alpha disaster in

1988, in whiter 167 men. died. This

greater focus on safety is reflected

at the newly opened Piper B plat-

form, which stands less than half a
mile from the yellow buoy marking
the site of its ill-feted predecessor.

A nationwide identity card scheme in the UK need not discriminate, argues Ian Davidson

The idea of a limited iden-

tity card scheme, now
befog considered by the UK
government as a possible

way of combating social security,

fraud, has provoked a chorus of pro-

teste from the civil liberties lobby.

It argues, quite rightly, that any
such scheme would be discrimina-

tory. Moreover, if such a scheme
were to have any chance of befog
effective in defeating social security

fraud, it would have to Intrude on
the freedom and the privacy of the

individual on a horrendous scale.

But the libertarians make a mis-

take when they go cm to argue that

the case against this particular

scheme is only a limited version of

the much larger case against a
generalised system of national iden-

tity cards. On the contrary, the lib-

ertarians grossly overstate the

threat to Individual liberty which
would necessarily be posed by a
national identity card, and under-

state the offsetting benefits that it

might confer.

Above an, it seems slightly eccen-

tric to attribute so much virtue to

the absence of a system of docu-

mentary identification, .when there

Absentee

Taking no liberties
are so many, much larger, defects

in our political system which limit

foe rights of foe individual, starting

with an unrepresentative electoral

system.

The discriminatory nature of the
scheme being considered by foe
government is obviously its biggest

drawback. But even if It were lim-

ited to the original purpose of fight-

ing social security fraud, its admin-
istration would be Immensely
cumbersome; notjust became many
millions of people would have to be
issued with cards, but because foe
scheme would have to take account
of the feet that a significant propor-

tion of them would be constantly
floating. in and out of the social

security net
Even if these practical problems

were overcome, a simple iden-
tity card would not solve the prob-

lem. Much of foe 25bn reportedly

being defrauded from foe social
security system is not the result of

mistaken identity, but derives from
the feet that claimants tell lies

about their circumstances.

Any Identity card which was
likely to be useful in preventing
that kind of fraud, therefore, would
have to he a smart card, winch has
large amounts of updateable infor-

mation about the private circum-
stances of beneficiaries, including

their work, income and family.

Both sides of
transactions have an
interest in being able

to establish an
individual’s identity

Such a card would obviously consti-

tute an outrageous intrusion on the
privacy of the individual
Moreover, the political inspiration

of the idea rests at least in part on
the illiberal sentiments of the right-

wing of the Conservative party. The
law-and-order mob within the party

cannot be counted on to defend

Observer

other people's liberty.

The second half of foe libertari-

ans’ argument holds a good deal

less water than the first It is not at

all obvious that the absence of an
identity card system provides the

British subject with civil protec-

tions that are not available to foe
citizens of France or Germany. On
the contrary, it seems obvious that

these protections lie elsewhere, in

the political system, in foe civil

society, in the framework and appli-

cation of law. If our liberties are

threatened, it is primarily because

these other facets of the social fab-

ric are defective.

The absence of any recognised
form of identity is an anachronism
which harks back to some mythical,

bygone era when society was purely

composed of private individuals.

The reality today is a mass society

where everybody has frequent, mul-
tiple and almost unavoidable trans-

actions with different parts of the

state system, and in which both
sides of those transactions have an

policy
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painful and the least damaging.

Whatever Mr Clarke does, foe

geese will hiss. But he has no pru-

dent alternative. They will have to

be plucked mice again.

Suspicions that the Balladur
government is cooking op a sternly

protectionist policy towards the
Uruguay trade round were only
nmtflmyKl at nhaHwig House
yesterday wheal Alain Lamassoure,-
French European Affairs Minister,

who was due to address foe foreign

policy think-tankon foe future

of theEuropean Community, failed

to appear. It fell to the French
ambassador, Jean Guigirinou, to

read out foe text on his behalf.
Full of the die-hard protectionism

of the old days, the speech was all

the more astonishing because
Lamassoure is not merely not a
Gaufiist -to belongs to foe
centre-right UDF group - but is

generally known for his modem,
liberal views. Tet the audience
learnt how foe single market had
unfairly "benefited companies from
outside countries more than
European firms”.

^Europe alone can uphold the
rules of fair competition that world
trade needs, and which the socalled
free traders of America and Japan
oppose.” No wonder Lamassoure
preferred not to deliver the speech

in person.

Party on
Is Silvio Berlusconi about to

form a political party?.Judging by

Italy’s media, or that part which
he does not control, Berlusconi
has already taken, foe decisionto
enter the fray. Proof, ifanything
so mundane were required, has
been seai In a string of speeches
offering prescriptions on the state

of the nation. More titillating were
two interviews in his publications,

one with Berlusconi himself, the
other with Mario Sagni, the leader
.offoe referendum movement Both
appeared to voice identical views
on the need to modernise politics,

shape up the bureaucracy, and
privatise furiously.

Yesterday Berlusconi was frying
to pour cold water on his political

ambitions; they merely existed in
the pages of newspapers, he
averred. Seeing he controls 85 per
cent of commercial television, he
is certainly in an excellent position
to back whomever be pleases at
the next elections.

Regrets
It seems that time is not healing

foe wounds Inflicted when John
Major sacked his former chancellor
Norman Lament.
Last night foe prime minister

hosted a farewell dinner at No lb

fin- the recently retired Bank of
England governor Lord Kingsdown
and his wife. Among those invited,

naturally enough, were the toll

complement of former chancellors
with whom the then Robin Leigh
Pemberton worked during the 1980s.

Lord Howe accepted gracefully.

Tm moving out ofleft-handed
flanges into raves’

while Lord Lawson conveyed his

apologies, explaining he would be
travelling in South Africa. Lamont,
according to Downing Street,

simply made it clear that under
no circumstances would he sup
at Major's table.

Time, gentlemen
Spotting that the London Stock

Exchange news service, which the
Financial Times receives via a
direct feed to its Ranters terminal,

.

was offering unusual opportunities

for insider trading. Observer rang
the exchange.

The feet that announcements

timed 1L15 am were arriving at

10.15 am was not the market’s fault,

mlffuri an nffirial who confirmed
that jts electronic nlocka had most
certainly been wound back to

Greenwich Mean Time over the

weekend. The query was referred

to Reuters.
"The time codes on your terminal

are user-configurable,” the global

information services company
pointed out helpfully, which
roughly translated means that you
are supposed to twiddle a knob
to tune in with whichever of the

world's umpteen time zones you
happen to be in.

“People forget we are not just

in foe business of supplying
systems to Surbiton,” an
unsympathetic Reuters spokesman
adds.

Match point
The demise of brand-name

consumer goodsat the hands of

generic brands may be on every
marketing guru's lips these days,

but the response by Kellogg’s and
Coca Cola to the Toronto Blue Jays’

victory in the World Series baseball

championship shows that foe old

brand-name giants have not
altogether lost their touch.

Within minutes of the Blue Jays
hitting the winninghome run at

midnight last Saturday, the two
companies' Canadian subsidiaries

were pulling out foe stops to bring

out special “commemorative"
versions of Rice Krispies packets

interest in being able to establish

the identity of the Individual. 'Hie

libertarians fry to scare us with the
danger that a menacing police force

would constantly be stopping peo-

ple to check their identity cards,

but this is Just a trumped up bogey,
hi five years in France I was not
once stopped on the street for an
identity check, and I never met any-

one who was.
In place of this bogey, there may

be other cases where an identity

card system might actually improve
the quality of civil society. Young
blacks who could easily prove that

they were bom in Britain and were
not Illegal immigrants might be bet-

ter protected against police harass-

ment; and the rest of us might be
better off if Irish terrorists found it

more difficult to remain under-
ground. For either of these benefits.

I should gladly be prepared for the

trivial inconvenience of being
required to admit to my identity.

A discriminatory identity card
should be unacceptable on civil lib-

erty grounds. But a national iden-

tity card system is much less objec-

tionable, and might even offer

compensating advantages.

and Coca Cola cans.

Kellogg's plant in London,
Ontario, worked all day Sunday
to print special Rice Krispies boxes

with a congratulatory message to

the Blue Jays, embellished with
highlights and statistics of the 1993

season. The first of 120,000 cartons

were on supermarket shelves soon
after lunchtime on Monday.
Coca-Cola had designed its special

World Series cans long before the
final game. All that remained was
to emboss foe score, together with
those of the previous five World
Series games, on the side. The first

of3m cans was filled an Sunday.
Both companies expect their

“limited editions” to sell out within

a week or two. But how many
cereal eaters or cola drinkers will

transfer from rival brands?

Titular head
Heading foe list of the 93 public

service organisations receiving

foe prime minister’s award for

excellence in delivering public

services is the Aberdeen Royal
Hospitals NHS Trust
Among the improvements it has

instituted as a result of "patient/

user” feed back is foe

re-introduction of the title Matron.

And what was the incumbent called

before? “Director of nursing

services and quality” says a
hospital spokesman.

ACL that award-winning weak
notwithstanding, “lots of patients
hadn't realised what that was”.
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Qatar agreement expected in six weeks

Israel to set up energy

deals with Arab states
By Julian Ozanna ki Jerusalem

ISRAEL says it is in the process

of agreeing multi-billion dollar

energy projects with Arab part'

ners which will revolutionise its

domestic energy sector. It claims
the agreements will mark a turn-

ing point in the economic rela-

tions between Israel and the
Arab world.

Israeli officials and business-
men say Israel will sign an agree-

ment with Qatar within the next
six weeks to start work on a
9lJ?bn natural gas project which
involves the supply of natural
gas to Israel and the use of Israel

as an export terminal for Qatari

gas across the Mediterranean to

Europe.
The project was said to have

been agreed during secret talks

in Mew York and Qatar in
August and September followed

by three meetings in Israel.

Qatar, which has not confirmed
the deal, could face regional hos-

tility to any such agreement, in

particular from Tran. Ten days

ago the two countries formed a

joint committee to liaise on the
development of oil and gas pro-

jects. Iran remains bitterly

opposed to Israel and to the peace

deal struck with the Palestine

Liberation Organisation.

At the same time, the Israeli

Merhav group of companies,
owned by Mr Yossi Maimon. said

it had agreed a $950m joint ven-

ture with a private Egyptian
company - the biggest Israeli-

Arab joint venture by far - to

build an oil refinery at the Egyp-
tian free trade zone of Alexan-
dria. The project is said to have
been authorised by the Egyptian
national investment authority.

Both projects, which are depen-

dent on favourable feasibility

studies, have been the subject of

secret negotiations for months
but were accelerated by the
Israeli-Palestinian outline peace
agreement signed in Washington
last month.

Israeli officials and business-

men say tiie two projects mark
the beginning of a “New Middle

East” where Israel will emerge as

a business partner and a regional

centre for Arab trade to Europe.

According to Israel, Qatar has

pledged to supply the Israeli mar-

ket with natural gas for 25 years.

Israel needs 6.7m tonnes of oil

equivalent a year to convert its

electricity generation from coal

and oil to gas.

Qatar is said to have agreed to

pay Sim for a feasibility study.

One option is to build a gas pipe-

line from Qatar to the Israeli port

of Ashkelon, where Qatar will

also construct a gas liquefaction

plant Another possibility would
be to ship gas to the Israeli Red
Sea port of Eilat and then by
pipeline to Ashkelon.

Mr Moshe Shahal, Israel's

energy minister, has refused to

name Qatar as the country
involved. But he has said Israel

was approached by a Gulf Emir-
ate which is the world’s second
largest natural gas producer and
that a team of experts from that

country visited Israel secretly to

conclude the agreement

City arbitrage dealer defies

UK recession to earn £9m
By Tracy Corrigan in London

EYEBROWS may be raised in

Downing Street if heads of indus-

try cam more than one million
pounds. But in the recession-de-

fying City of London at toast one
man has dwarfed these sums.
Mr Kaveh Alamouti, a dealer at

Tokai Bank's London operation,

is believed to have earned a cool

£9m (Sl3.6m) last year probably
making him the highest paid
trader in Europe.
The sum puts him in the same

league as Mr Peter Wood,
founder of Royal Bank of Scot-

land's Direct Line insurance
operation, who earned over £6m
in the year to September 1992,

and is thought to be on course to

earn more than £10m in the
financial year just ended.

As head of arbitrage trading Mr
Alamouti looks for opportunities

to make money across all finan-

cial markets, dealing in complex
derivative instruments such as
options as well as In bonds and
currencies.

Arbitrage trading takes partic-

ularly strong nerves: as much as
950m of the bank's own money -

can be pitted on a single trade.

Mr Alamouti was lured away
from Salomon Brothers, where be
was a top arbitrage trader, in

1990. He joined the US invest-

ment bank's research department
in New York in 1983 as an ana-
lyst, before becoming a trader on
Salomon's legendary fixed
income arbitrage desk there.

Mr Roger Livesey, deputy
chairman of Tokai Bank, 3nd Mr
Alamouti last night both declined

to comment.
Arbitrage traders are particu-

larly high earners, even by the
generally high standards of the
City and Wall Street.

In fact, hedge fund managers

now top the earnings tree on
Wall Street. According to Finan-

cial World, a US magazine, Mr
George Soros, the Hungarian
bom hedge fund manager, earned
more than 9650m last year.

The bond market rally and cur-

rency market volatility of the Last

two years have proved extremely
favourable for skilful arbitrage

traders.

Although other traders
stressed that Mr Alamouti's pack-
age Is exceptional, the jobs mar-
ket for traders with strong tech-

nical skills, such as derivatives

traders, is booming.
Tokai's annual report for the

year to December 31 1992 shows
that a director of Tokai Capital

Markets earned £7.6ra and a
director of Tokai Bank Europe
earned £l.4m. It is believed that

both these figures refer to Mr
Alamouti who is a director of

both companies.

US puts off sanctions against Japan
Continued from Page 1

uncovered by public prosecutors

over the past few months.
The plan proposes that open

bidding will be allowed for pro-

jects above specific thresholds, in

contrast to the present system in

which only companies designated

by procurement authorities can
tender, a prime source of corrup-

tion.

The plan does not specify the

threshold above which projects

will be available for open bid-

ding, expected to be set at around
Y700m. say officials. Until now.

Japan has insisted on a threshold

of Yl.sbn. The new proposal
would bring Japan closer to the

94.5m per contract threshold pre-

ferred by most Gatt members.
Foreign bidders would be

assessed on technical merit,
rather than, as now, on their

inevitably skimpy record in
Japan.
Mr Kantor said: “Today's

announcement indicates for the
first time that the government of

Japan is determined to bring
about important reforms in its

public sector construction mar-
ket. including improved access

for foreign firms.” He welcomed
the reforms and viewed them as

part of prime minister Mr Hoso-
kawa’s "call for change through-
out the Japanese economy and
society”.

Public prosecutors yesterday
arrested one of the most senior

figures in the construction indus-

try scandal to date -Mr Shinji

Kiyoyama, a vice-president of
Kajima, Japan's most politically

influential and second largest

contractor.

He is suspected of paying a
Y20m bribe to a prefecturaJ gov-

ernor, to obtain a contract.

French

union

threatens

to widen

strike
By John Ridding In Paris

FRENCH UNIONS yesterday
threatened to extend their indus-

trial action at Air France to other

public sector groups following a
sbow of strength which paralysed
the airline's eights to and from
Paris.

Yesterday's protests, referred

to as a "Black Tuesday" by the

French press, were the broadest
action yet in the eight-day strike

by Air France ground stafL

Air France pilots and cabin
staff, and union members from
the national carrier's domestic
airline and the Paris airports
authority joined the ground staff

in a 24-hour protest in spite of

government concessions on a
controversial austerity plan for

the airline.

Mr Marc Blondel general secre-

tary of Force Ouvrufre, one of the

union groups which has spear-

headed the protest at Air France,
said the government's decision
on Sunday to withdraw an aus-

terity plan for the airline had set

a precedent Protests would be
launched against job-cutting
plans at other public sector com-
panies, he said, citing Groupe
Bull, the lossmaking computer
group.
Mr Louis Viannet, leader of the

the leftwing CGT union federa-

tion, said the climbdown at Air

France represented a test case for

the public sector.

The trade unionists' comments,
however, came amid signs of
division over whether to con-
tinue the industrial action at Air

France, raising the prospect that

the strike may have reached its

peak. Force Ouvriere called on its

members to suspend the strike

from today, although it warned it

would not hesitate to call new
action if necessary.

A spokesman for the CGT,
however, said its members would
continue their protests until they
received government guarantees
that members would be fully paid

for the, period of their strike and
a written commitment that there
would be no job cuts.

The austerity package which
was withdrawn by the govern
raent at the weekend included

4,000 job cuts by the end of next
year and a reduction in overtime
pay and bonuses. Mr Bernard
Bosson, transport minister, has

said that the job cuts are still

necessary but that they can be
achieved without sackings.

Yesterday's disputes forced Air

France to cancel all flights to and
from Paris, adding to the group's

financial problems. The company
estimates the strike Is costing It

FFT70m (912.4m) a day in lost rev-

enues.

Foreign carriers were much
less affected, suffering delays but
no serious disruption, according
to Aeroports de Paris, the air-

ports authority.

High flier takes control of
grounded airline, Page 3
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Europe today
The circulation of air around persistent high

pressure over Scotland will bring cloud into

the continent from the North Sea. Calm but
gloomy and grey conditions will prevail in

western areas. It will remain dry with glimpses

of sunshine in particular over France. A low
over Spain will cause heavy rain in eastern
parts with the risk of flooding. Southern Italy

will have a few scattered thunder showers
while the north win stay dry and mainly sunny.

Scandinavia will continue grey and windy with

rain and drizzle in most areas and gale to

strong gale force westerly winds on the
Norwegian coast. North-east Europe will stay

coot with snow showers and heavy cloud with

rain expected from the Baltic states to the

Black Sea.

Five-day forecast

Until the weekend, the British Isles and North-

western Europe will remain settled with

increasing sunshine, especially over England

and the Benelux. Scandinavia will get cooler

with rain or snow showers mainly limited to

northern parts. The western Mediterranean will

be changeable with much rain while north-

eastern Europe will stay cool with snow
showers.

TODAY’S TEMPERATURES Siberian at f? GMT. Temperatures maxhnumtor day. Forecasts by Mateo Consul! of the Netherlands

Maximum Belfast doudy 10 Cardiff doudy 10 Frankfurt
Celsius Belgrade fair 12 Chicago fair 8 Geneva
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Bangkok rain 33 Cairo fair 30 Dubrovnik fair 20 Jersey
Barcelona rain 18 Cape Town fair 24 ednbwgh doudy 9 Karachi

Beijing rain 18 Caracas doudy 30 Faro shower 19 Kuwait
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Swedish match
The relationship between Volvo and

Renault was originally conceived as

an equal partnership, so the irritation

of some of Volvo's small shareholders

at getting a mere 35 per cent of the

merged company is understandable.

The intervening three years may have

seen Volvo's position deteriorate,, but

the benefits of cost cutting and krona

devaluation are just starting to show.

Meanwhile, Renault is hurtling head-

long into the continental car pile up.

Volvo's management may argue that

Renault’s recent poor profit figures

should not determine the shape of the

merger, but at least part of Volvo's

misfortune is equally Short term.

For all their ire. Volvo’s snail share-

holders are unlikely to force better

terms. This for, Volvo has had the

better of the deal, since it has reaped

Renault's economies of scale' in car

component sourcing. Nor, given the

astronomical cost of model develop-

ment is it credible for Volvo to con-

tinue alone forever. The merger is Vol-

vo's least bad alternative.

Whether the expanded group can be

made to work is, however, another

question. Most of the planned cost

savings would have been achieved
without merger. Now they must be

carried through at the same time as

the organisations are combined and
pruned. There is justified suspicion

that deeper cuts and more rationalisa-

tion will follow if Renault-Volvo is to

avoid diseconomies of scale. Handling

that integration is a real management
challenge, and the history of automo-
tive mergers from British Leyland
through Fiat Lancia to Peugeot Talbot

can hardly encourage the newlyweds.

UK. economy
The latest CBI figures suggesting

the manufacturing recovery is falter-

ing may not be as worrying as they
seem. It is understandable that orders

and output have flattened now that

the initial benefits of sterling's devalu-

ation, interest rate cuts and stock
replenishment have run their course.

Growth Is still likely to prove more
robust this year than most forecast at

its outset
Stiii. fears that the downturn in

mainland Europe would take the
spring out of the step of UK manufac-
turers have proved well founded. That
suggests there is room for further

interest rate cuts, and there seems lit-

tle in the Inflation outlook to prevent
it, as the CBI was quick to point out
Growth in unit costs has all but

ground to a halt while output prices

FT-SE Index: 3165.3 (-19.5)

continue to falL Domestic markets
have remained highly competitive,
maintaining the squeeze on margins.

But then, inflationary pressures are

not proving as subdued outside the

manufacturing sector. Yet it is doubt-

ful whether a cut in UK. interest rates

and a lower pound would do much to

improve manufacturing prospects.

Given the problem largely lies in

mainland Europe, further cuts front

the Bundesbank would surely be more
efficacious. It therefore seems ever
more likely that the Chancellor will

plump for the do-little option in the

November Budget A shaving of inter-

est rates and modest tax rises would
appear to represent the line of least

resistance - uncomfortable though
this stance! may be for such a habitual

political bruiser.

Thames Water
Thames's concern for speedy disclo-

sure of provisions at its PWT contract-

ing arm rings a little hollow. True, its

interim results were bought forward
by a week, but it has taken four years

to uncover the extent of the problem.

The last annual report contained a

passing reference to a contract which
remained in dispute. Before that,

investors were offered assurances that

difficult contracts acquired with PWT
in 1989 had been sorted out The acqui-

sition looked of doubtful merit even
before yesterday’s provisions. With
contract losses added back, Thames
has paid more than £40m for a busi-

ness with sales of £150m, peak mar-
gins of under 5 per cent and consider-

able risks.

Red ink on a lesser scale in Thames'
other unregulated businesses does not

inspire confidence in management

ability to turn the contracting side

around. The comfort is that Timer
regulated water business is perform

ini well. Demand for water from

industry remains depressed by rcces-

sion, but costs look well under control

In theory, losses outside the core

water business should not worry

Ofwat, the water industry regulator;

so long as capital to finance buiwfing

sewerage works is ring-fenced.

Yet losses anywhere in the group

will increase the cost of equity canttf

- as yesterdav's 2 per cent fall m
Thames’ shares underlines. The long-

run impact is difficult to measure, but

one wonders whether the episode wHf

encourage Ofwat to look again at the

handsome payments made by the reg2

ulated utility businesses to the quoted

parent companies which help finance

such diversification.

Leeds/N&P
The Arthur Daley character

employed in the Leeds" commercials

has, it seems, been stung by National

& Provincial's bee. The differences m
culture between the two building Soci-

eties proved irreconcilable. Given the

proposed merger was bom of desire

rather than desperation, it was wise to

call a halt before it grew too sqrious.

The merger's rationale depended on
some painful rationalisation, which

could only have worked had there

been complete harmony of purpose.

Leeds will resume its search for a

chief executive and, perhaps, for a

new merger partner. It seems likely to

settle for a more conventional man-
ager than Mr David O'Brien and a less

risky partner than N&P.

Ferranti
In retrospect. Ferranti's fate was

sealed when it signed the deal with

International Signal in 1987, though
the end of the cold war and low oil

prices have delivered the coup de
grace. So why should anyone be pre-

pared to take on the company's sub-

stantial debts at this stage? There are

some businesses within Ferranti
which are worth having - notably the
naval sonar operation. That is worse
than buying a shop to get a can of
baked beans. Perhaps GEC or Thom-
son might wish to curry favour with
the Ministry of Defence by rescuing
one of its contractors, which looks like

an expensive favour unless Ferranti’s

tax losses or pension fund surplus can
be made to work for the bidder.
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Sri Lanka’s gross domestic product
grew by 4.3 per cent in 1992 and
exports climbed by more than 20 per
cent. There is optimism in Colombo,
but the war against Tamil separatists
is a big obstacle to long-term economic
progress. Kieran Cooke reports

Progress is

hampered
by conflict

Wednesday October 27 1993

ON the morning of May 1 1993,
Mr Ranasinghe Premadasa, Sri

Lanka's president, was on Ids
way to a political raliy. A pop-
ulist given to flamboyant ges-

tures, Mr Premadasa jumped
out erf' his car at a busy junc-
tion and started directing traf-

fic.

A man pushing a bicycle
walked towards the president
A bomb tied to the man’s waist
blew the president to bits.

More than 20 other people were
also killed in the blast.

A few days earlier, Mr Lalith
Athulathmudali, a popular
opposition leader and former
defence minister had been shot
death

, :

The government blamed
both murders on Tamil sepa-

ratists,fighting for statehood in
the north and east of the coun-

try. . .

The prophets of doom fine-

cast that another . round of
bloodshed was about to sweep
the country; There were fears

that after five years of auto:

eratic Premadasa rule, there

would be political, instability

and the economy would nose-

dive.

In the event, a power transi-

tion was effected with the min-
imum of disruption. Mr D.B.
Wijetunga, the mild-mannered

former prime minister, moved
up to the presidential position.
Mr Ranh Wictoemestaghe. the
44-year-old Industries minister,

became prime minister.

The economy proved resil-

ient to events. Despite continu-
ing violence and the worst
drought to hit Sri r-anfra in SO
years, gross domestic product
grew by per cent in 1992
and officials say GDP growth
this year is lively to be 5.7 per
cent.

Exports climbed by more
than 2Q per cent in 1992 and
seem set to expand by a simi-

lar amount this year. Moves
towards a mare open, fine mar-
ket economy are continuing.

There is plenty of optimism
about “It is our goal to achieve
newly industrialised country
[NIC] status as we enter the
21st century,” says President
Wijetunga.

But violence and the war
against’ . Tamil separatists

-remain the' biggest obstacle in

the
.
way of Sri Lanka’s

.long-term economic progress.

Fighting between government
forces and ethnic Tamil rebels

has not only cost Hinnganrtg of

lives. The war has also cut off

almost a third of the country
from normal economic and
social activity.

Colombo: whfe fighting continues fn the north, it wfl be dKftcutt for. Sri Lanka to capitaBse on its advaices of recent years ft*-**-**ngMUar

The war coststhe equivalent
of between 3 and 4 per cent of
GDP each year, with security

eating up 15 per cent of pre-

emus budget funds.

Former President Premadasa
tried and' failed- to negotiate •

with the Tamil .Tigers, the
main rebel group. President

Wijetunga shows signs of tak-

ing a line.-

'

. But. the government has
learned that it is very rtifficnit

to defeat a disciplined guerrilla

farce whose tactics include sui-

cide, bombings. Any tun-scale
military hffenshn» againgf the

rebels in the north could pro-

voke mayhem in other parts of
the island.

While the war continues, Sri
Ilmira is tinliltdy to attract the
sort of long-term capital-inten-

sive investment it so urgently

needs in order to achieve NIC
status and follow in the foot-

steps
.
of dynamic economies

such as those of Malaysia,

Thailarid.snd Singapore. ^

* The country heeds mills to

feed its textile industry. If

industrial expansion is to con-

tinue, new power plants should

be coming on stream. But in
the present circumstances
investors, both local and for-

eign, gaam unwilling to com-
mit large-scale funds to Sri

Lanka on a long-term basis..

It is a credit to the govern-

ment that despite the war in

the north and a Maoist-style

insurgency in the late 1960s,

which caused havoc in the
south of the country, consider-

able progress has been
achieved onmany fronts. •

Sri Lanka has been praised

by aid organisations for its

poverty eradication . pro-
grammes. Standards of literacy

.

and health are well in advance
of any other country in the
south Asiaregion.
Over the past five years Sri

Lanka’s economic structure

.has undergone fundamental
change. Agriculture, once the
mainstay of the economy, has
declined in importance with,

tea and other traditional crops

accounting for less than 24 per
cent of the total value of
exports last year. Meanwhile,

industrial ftupnrrs, mainly tex-

tiles and garments, grew by 41
per cent last year and now
account for more than 65 per

cent of- total export values.

. In the Sou& Asia region, Sri

Lanka has been a pioneer in
introducing market-based
reforms. Exchange controls

have been progressively lifted.

Tarifis have been reduced. A
number, of state enterprises
have been privatised.

- The results of there policies

. are clearly evident,” says Presi-

dent .Wijetunga. - “We have
more than.-doubled our rate of

economic growth. Our average

per capita -income has risen

from SLRsl.902 in 1976 to

5LRs244SS4 in 1992 (5214 and
$553 at prevailing exchange
rates) -despite’ having 3.7m
more mouths to feed.

“We hive made a dent in

unemployment, which has
declined from about 24 per cent

. to aroimd 14 per cent . . there

-is hope.ih. the air and the inter-

national community has devel-

oped confidence in. our land
and its policies.”

But not all government poli-

cies have worked. Inflation,

now running at between 12 and
IS per cent according to central

hank officials, remains . an
intractable problem. The gov-

ernment has made large cut-

backs in spending in. some sec-

tors and a tough budget is

forecast in early November.
But spending on security is

rising rapidly and while con-

siderable progress has been
madq in cutting the budget def-

icit, which cow amounts to 7.4

per cent of GDP. Sri Lanka
remains dependent on foreign

funding to meet its spending

needs. Sri Lanka received

3840m in aid last year; a far

higher amount,,on a per capita
than other countries in

the region.

Foreign direct investment in

1992 nearly doubled to 3120m
and further strong investment
growth has been evident this

year. But most of this invest-

ment is relatively short term.

A large proportion of inward
investment has gone into tex-

tiles: some argue that the

country is now overly depen-
dent on one industrial sector.

A lot of investment has come
from the east, particularly
from South Korea and Taiwan.
Sri Lanka needs to build an
industrial base but many com-
panies use the Island only as
an assembly point for gar-
ments, taking advantage of
cheap labour and the country’s
quotes. Most cloth for the tex-
tiles factories is imported
Owners of the few textile mills

operating in Sri Lanka allege
that the South Koreans, and
others are dumping cloth on
the inland ftnd threatening the
survival cf their miH*-
Although significant prog-

ress has been made in fiscal

reforms and moves towards a
more open economy, the pro-
cess has been slow. The IMF is

concerned about recent public
sector pay rises and excessive

credit growth, particularly in
the plantations sector. Last
year. Mr Wijetunga, then
prime minister, admitted that
the two big state banks, which
control more 65 per omit of the
hanlring industry, had accumu-
lated a total of SLRsl8bn in
bad loans and were technically

insolvent

Privatisation - termed “peo-

phsation” by the government
- has so far excluded many of

the big state enterprises such
as the two biggest banks, the
telecommunications company
and Air Lanka, tbe national
carrier.

Sri Lanka is arguably a more
democratic country than its

economically thriving neigh-

bours to the east “We are the
opposite of Singapore or South
Korea,” says Mr Wickreme-
singhe. “Democracies have to

carry people along; a govern-

ment has to explain. We are a
politically mature country.”

But an active democracy
often leads to tough economic
decisions being put off for

political reasons. Government
officials acknowledge they
have to tread very carefully

with privatisation so as not to

offend powerful unions. The
present Wijetunga government
is regarded as less tough in

many areas than the Frema-
dasa regime. More political

trade-offs are likely, particu-

larly in the run-up to presiden-

tial elections due to be held
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Editorial production:

Phil Sanders

before the end of 1991
For tbe moment tbe United

National Party, in power since

1977, seems secure in office,

with the main opposition

party, the Sri i-anha Freedom
Party (SLFP) led by Mrs Sirima
Randaninaika

, a former prime
minister, divided by bitter

quarrels.

The government still has a
very tough job. Sri Lanka’s
well-educated people have high

aspirations. In the late 1980s,

former President Premagasa
ruthlessly quashed a left-wing

insurgency in the south. Rem-
nants of (bat movement,
resentful at the lack of eco-

nomic opportunities available,

still exist

But above all, it is a settle-

ment of the fighting in the

north and east which holds the

key to Sri Lanka's future. In

Colombo, the war often feels

remote. But as long as the
fighting continues, it will be
difficult for Sri Lanka to climb

the economic ladder and capi-

talise on its impressive
advances of recent years.

Air Lanka is an important key to tke

rapid growth of Sri I«anba. In 1992 alone,

Air Lanka carried over 25,000 tonnes of

cargo. Arid over a million passengers —

including tourists, businessmen and

investors who brought muck needed foreign

currency and expertise to our shores.

And, whether they travelled First Class,

Business or Economy, they enjoyed the

service and hospitality that have made Air

Lanka famous. True Sri Lankan hospitality.

And our reflecting is -underway, with

two A320s in service and the addition of

new generation long-haul aircraft in

the future, which will enable us to fly

our passengers non-stop to Europe in

luxurious comfort.

So even more of the world can enjoy a

taste of fhradise.

And more Sri Lankans a taste of
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Separatist war is still critical factor
SRI LANKA'S ambition, as
stated by President D. B. Wge-
tunga, is to more into the
league of newly-industrialised

countries by the year 2000.

Economic growth in recent

years has been moving ahead

at a respectable pace. Sri Lan-
ka's GDP grew by 6.2 per cent
in 1990, 4.6 per cent in 1991, A3
per cent last year and, accord-

ing to central bank officials, is

likely to expand a further 5.7

per cent in 1993.

There is an air of economic
confidence about. The shop
shelves are full: Colombo's
roads are becoming clogged
with imported cars. Officials

talk of economic lift-off.

“We are pushing forward to

achieve our NIC goal,” says Mr
Ranil Wickremesiughe, prime
minister since May. “We want
to move from a lower income
to a middle income country."
But while short-term pros-

pects remain bright, there are

many who question the real-

ism of the government's
long-term objectives. The con-
tinuing war in the north and
east of the country looms tike

a dark cloud over the economic
future.

On the plus side, there has
been a vast improvement in

economic performance in the

past few years. Through much
of the 1980s, the government

had to fight not only a war
against Tamil separatists in

the north and east but also a
Maoist-style insurgency in the

south. The economy stagnated.

Investment declined. The tour-

ists stayed away.
That has all changed. Indus-

trial output, mostly based on
textiles and garments, has
expanded rapidly. In 1932, the

value of industrial exports
surged by more than 40 per

cent, with the textiles sector

Agriculture, which
accounts for about 25
per cent of export

earnings, has recovered

from last year’s drought

accounting for nearly 50 per
cent of total export earnings.

In the first half of 1993,
industrial exports rose more
than 30 per cent
Agriculture, which accounts

for about 25 per cent of export
earnings, suffered due to a pro-

longed drought last year and
output declined by 1.5 per cent
But figures this year are far

healthier, with a nearly 40 per
cent rise in the output of tea,

Sri Lanka's main crop, and a 22
per cent rise in rubber output
in the first six months.
Direct foreign investment

last year nearly doubled to

3120m. More than $400m of for-

eign Investments are now in

the pipeline. In addition,

nearly $S0m of portfolio invest-

ment came into the local stock

market, attracted by the gov-

ernment’s economic liberalisa-

tion policies and the partial

privatisation of several state

entities.

Tourist arrivals were up 24

per cent last year and will get

close to the record figure of

407,000, set in 1982, the year

before the main outbreak of

ethnic troubles on the island.

Meanwhile, average per cap-

ita incomes have risen from
$214 in 1976 to $553 a year last

year. According to official fig-

ures. unemployment - one of
the problem areas in the econo-

my -has dropped from about

24 per cent 10 years ago to 14

per cent
The government's overall

financial policy has also met
with some success. The budget

deficit was reduced to 7.4 per
cent of GDP in 1992. compared
to 11.6 per cent of GDP in the
previous year. In 1992. for the

third year running, there was
an overall balance of payments
surplus, helped by an inflow,

now running at $400m per
year, of remittances from Sri
l<anhans working abroad.

A few years ago, Sri Lanka

had zero foreign, exchange
reserves and foreign exchange

controls led to a thriving black

market in the rupee. Now most

exchange controls have gone,

the rupee is free floating and,

according to official figures,

foreign reserves have risen to

$1.7bn, enough to cover up to

six months' imports.

But there is still a lengthy

list on the minus side of the

economic table. There seems
little hope of any further

reduction in the budget deficit,

at least in the short term. Gov-
ernment spending went up by
nearly 40 per cent in the first

five months of 1993. in part due
to substantial increases in the

cost of fighting the war.

The jump in spending is «ian

a byproduct of the continuing
fight against inflation,

described by President Wife-
tunga as “the great monster of
our times”. The central bank
says inflation was 11.4 per cant
last year. The overall inflation

rate is now estimated to be
between 12 and 15 per cent
Treasury officials admit that

efforts to stem inflation have
so far failed. High interest

rates of more than 20 per cent,

designed to counteract infla-

tion, have attracted large
amounts of funds into the
country. Portfolio investments
from abroad have added to the

inflationary pressures. The
central bank has had to spend

large amounts mopping up

excess liquidity in the system.

The broad money supply has

increased by about 20 per cent

so for this year.

TO bridge its budget deficit,

Sri Tanka is still largely depen-

dent on considerable amounts

of foreign grants and aid,

which totalled more than

$800m in 1992.

While exports have been

Upward pressures on
wages could lead to the

textiles industry

decamping to Vietnam

or Bangladesh

growing East, they have been
outpaced by import growth.
The value of imports rose 24

per cent in the first five

months of this year and the

trade deficit widened to $673ul
Some of these economic diffi-

culties might be seen as only
shortterm structural deficien-

cies, to be tackled over a

period of time. The more diffi-

cult question, given Sri Lan-
ka’s NIC aspirations, is how
does the country achieve the

next stage of development.
To ensure onward develop-

ment, investments need to be

made in more value added

Industries. But such long-term

and capital-intensive invest-

ments are not being made. Sri

Lanka’s economic position is

still fragile: upward pressures

on wages could lead to Its tex-

tiles industry decamping to

lower cost countries such as

Vietnam and Bangladesh.

Above all else, the war

remains the critical factor. It

gnaire up increasing amounts

of precious government funds.

Multi-million-dollar long-term

investments in power plants,

fertiliser factories and in tex-

tile Tniils are unlikely to be
forthcoming given the present

security problems.

The government places high

hopes in the tourism industry.

But a target of doubled tourist

arrivals to more than 800,000

by the end of the decade seems
unrealistic in foe presenj cir-

cumstances, with some of the

country’s best tourist facilities

on the east coast of the island

virtually out of bounds due to

the war.
Sri ijmka has made impres-

sive short-term economic
gains, hi foe long term, an end
to the war and continuing
political stability are foe keys
to whether or not the country

will achieve its NIC goal.

Kieran Cooke
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C OLOMBO stock market watchers
were expecting foe worst In foe
aftermath of the assassination of

President Premadasa in May this year.
There was talk of a political and economic
crisis: analysts were readying themselves
for a plunge in share prices.

But the crisis did not occur. The stock
exchange reaction to events was remark-
ably phlegmatic. By June, foe market was
in a bullish mood. New issues were well
received. In the June-September period
this year, the market rose by more than 20
per cent.

“The fact that the market did not over-

react to foe assassination shows its resil-

ience and maturity,*' says Mr L. S. Jaya-
wardena, chairman of the Sri f -antra

Securities and Exchange Commission
(SEC). “The Sri Lanka market might be
relatively small but in the space of just a
few years it has become a sophisticated
market in which foreigners are showing
increasing interest.”

Mr Jayawardena was appointed to foe
SEC in 19S7. Total market turnover at the
time was less than SLRs200m By
1990. total turnover had shot up to

STOCK MARKET

Phlegmatic reaction to assassination
SLRsl.56bn and last year turnover reached
SLRs 5bn. This year, it is likely to be more
than triple that amount.
Mr Jayawardena says foe main stimulus

to market growth came in June 1990 when
the government made the first moves to

ease rules on exchange dealings by for-

eigners. Before that time a 100 per emit
transfer tax was levied on share transac-
tions by foreigners.

“The relaxation of the rules on foreign
participation in the market was a major
decision in an inward-looking country like

ours.” says Mr Jayawardena. “As foreign
money came in, so locals felt greater confi-

dence and started to buy shares."

Mr Premal De Mel. a researcher with the
Colombo firm MacKinnon and Keels
Financial Services, estimates that about 60
per cent of trading on the market is now

foreign-based. “This is still a small market
and the weight of foreign funds coming in
can make a big difference." says Mr De
MeL
Both foreign and local investors were

encouraged by the government's new
industrial strategy of foe late 1980s which
emphasised that the private sector must
play a lead role in promoting the country’s
economic growth.
The government's privatisation or “peo-

plisation" programme got under way in
1989 with the public share issue of United
Motors Lanka. That issue was poorly
received in a market still unschooled in

the ways of the stock exchange.
But by early 1991. when state-owned

Ceylon Oxygen came to the market, the
share climate had changed. The issue was
oversubscribed more than five times.

New listings have increased from one in

1990 to 12 last year and a possible 13 this

year. At present 196 companies are listed

on the Colombo exchange.
An SEC-sponsored public education pro-

gramme telling people about the stock
market helped to broaden share owner-
ship. By the end of last year the SEC
estimated that foe number of shareholders
in the market had increased to 40,000
-from only 10,000 in 1990. In addition.

20,000 shareholders had been created
through the peoplisation programme
under which employees were given 10 per
cent of shares in the privatised state-

owned enterprises.

But it has not been all plain sailing for

foe exchange. Market overheating in 1991

was followed by a prolonged downturn
through 1992. As a result market capitalis-

ation dropped from SLRs81bn to SLRs66bn
in the year. Although foreign interest in

the market remained, local investors
tended to shy away from new public share
offers, choosing instead to take advantage
of high bank deposit rates and Treasury
bills which offered attractive 18 per cent

yields.

The privatisation of one of the bigger
state banks, the National Development
Bank of Sri Lanka (NDB), in February this

year helped turn foe market The NDB
issue, backed strongly by foreign inves-

tors, was oversubscribed nearly four
times. The subsequent entry into the mar-
ket of two state-controlled hotel groups
further buoyed investor confidence.

The main constraint on market growth
now is liquidity. Despite high interest

rates and the attraction of raising funds

on the stock market, many of Sri Lanka’s

biggest companies still choose to remain

private, mostly family-controlled busi-

nesses. Many are reluctant to put them-

selves in a "position where they have to

make financial disclosures.

The Colombo stock exchange has come a

long way in a very short time and is one of

the region’s most technically sophists

rated.

When he took on the job of SEC chair-

man one of the first moves Mr Jayawar-

dena made was to set about introducing a
computer-based central depository system.

With funding and technical assistance

from USAID, the scripless system came
into being In late 1991.

“We realise we are small, but we are one
of the most technically advanced
exchanges in the region." says Mr Jaya-

wardena. “Given continuing healthy eco-

nomic growth and providing more compa-
nies discover the advantages of going
public, there's no reason we won’t expand
rapidly in the years ahead."

Kieran Cooke

Sri Lanka exports more tea than any other country. A tribute to

the efficiency and quality of Sri Lankan tea production.

Small wonder that Ceylon tea is sought after everywhere for

its distinctive, rich yet mellow flavour.

And it's easy to find.

The Lion symbol on every pack of pure Ceylon tea is the

world’s guarantee of finest Sri Lankan quality.

SRI LANKA. - THE NEW PROFIT CENTRE OF ASIA
holiday upto 15 years. 100% foreign ownership. Dutyfree imports ofprojects Fiw>from exchange controls. Competitive labour costs. Free transferability of shares 0^,^

Services for foreign investors at BOI. What more do you need for your dots togrow°^
P

BOARD OF INVESTMENT OF SRI LANKA
14, Sir BaronJjyadUeteMmaha, Colombo 1 SMLXNK*Telephone : 448880, 422«7, Telex

: 2 1332, Fa : “79^3721
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SRI LANKA ADVERTISEMENT

H.E. D. B. Wijetunga

President

Democratic Socialist Republic of Sri Lanka

Hon. Ranil Wickremesinghe

Prime Minister

Democratic Socialist Republic of Sri Lanka

CHANGE AGAINST A BACKDROP OF
STABILITY AND CONTINUITY

It boasts Asia's oldest constitutional government. It has survived separatist conflict, terrorist insurgency,

an unsuccessful experiment in socialism and the abrupt demise of its last President. Now after 16 testing

years of reform, Sri Lanka, under the leadership of the United National Party (U.N.P.), has proved the

resilience and stability of its democratic government and its ability to deliver substantial and sustained

economic growth.

"These two principles embedded in the „ „

United National Party's philosophy of
When 11 came t0 power to 195

development have created space for the
rrfoim based on mo central I

people of Sri Lanka to become creators fundamental rights and the libe

of wealth Within the context of a interplay of market forces. The

pluralistic Society . ofeconomic and social activity.

H.E. D. B. Wijetunga

President

An intrinsic component of the government's vision for the future is the concept

of a democratic society where political and economic power is dispersed among the

(

; people. To achieve

Human Development takes priority this end, this

=p. .« .-.ft....‘JR JR

Sri Lanka

Zimbabwe

Indonesia

Jamaica

Sri Lanka

Nicaragua

Myanmar

Tanzania

' When it came to power in 1977, the UNP introduced a sweeping programme of

reform based on two central principles: the assurance of individual liberty and

fundamental rights and the liberalisation of economic activity by encouraging the

interplay of market forces. The result was a strong and mostly uninterrupted surge

ofeconomic and social activity.

~

The Politics of Prosperity

Property : Distributing land titles to over a
ion for the future is the concept

mj ,|ion fam j|jes>

nic power is dispersed among the .. n • • r l • r -rs j
Housing : Provision of housing facilities under

people. To achieve
the one million houses programme.

this end, this
£qUj(y

'

- Awarding Workers in public enter-

jijj
government has

pnSes equity stakes in the privatisation ofthese

embarked on a number
enterprises

Sf of soclo 'economlc
Business : Developing small business through

m programmes which
bank lending programmes,

seek to enhance the

UNICEF in a recent report titled "The Progress of

Nations" ranks countries by "national performance

gaps" i.e. it compares what a country with a given

income per head "ought"- by world average - to

achieve with what it actually does. The chart shows

Sri Lanka as being amongst the best in the world on two

indicators : under five mortality and the percentage of

children with at least 4 years of primary schooling.

welfare of the people while entrenching the concept of ownership.

The way ahead is clear: increased integration with the world economy

leading to farther dismantling of State controls over economic activity.

At the same time, rr
; : j ^

~
5 1

A parallel development is the dispersal of politi-

evo uuon of political
ca| pQwer from the centre to the periphery.

power and decentralis-
Devolution of political power has taken place at

ation of administrative the Provincial level. Furthermore, the deregula-

power ensure a tion of the economy and the decentralisation of

continuity in the the administrative machinery has dispersed de-

human aspect of cision making powers throughout the country."

Hon. Rani! Wickremesinghe

Lanka's development. Prime Minister
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M ORE than 300 people
were killed and hun-
dreds injured earlier

this month in one
.
of the fier-

cest battles of the U-year war
between Sri Lanka's armed
forces and Tamil Tiger guerril-

las.

But political and military
observers say what was
unusual about the battle for

Kilaly-a small guerrilla port
on the edge of the Jaffna
lagoon -was not the scale of

the action but the fact that
seven Sri Lankan army officers

were killed in the fighting.

Army officers, members of a
once largely ceremonial force,

have not been noted for lead-

ing from the front But after

nearly a year of inactivity fol-

lowing the deaths of several
senior commanders in a land-

mine explosion, there is now a
new grit and determination at

the top in Sri Lanka's 80,000-

strong army.
The country’s senior military

commanders, confident they
have the country's troubled
Eastern province under con-

trol say they have at last been
given the go-ahead to retake

the rebel-held northern penin-

sula of Jaffna, from which they
were expelled in humiliating
circumstances in 1990.

This confidence appears to

be percolating down to even
the most battle-weary of front-

SECURITY

Fresh confidence among army chiefs
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line officers. President
D. B. WUetunga - angered by
earlier political prevarication,

the assassination in May of

President Ranasinghe Prema-
riasa and the high cost of a war
that has claimed 32,000 lives

- has publicly vowed to crush
terrorism.

Not for him the policy of his

predecessor who accomodated
guerrillas in five-star hotels.

Mr Wijetunga appears to
believe it is not possible to

negotiate with Mr Veluplllal

Prabhakaran, the autocratic
and militarily brilliant leader

of the Tigers. ‘There is no eth-
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Sri Lanka the Pearl ofthe Indian Ocean,

though a mere speck on the map ofthe

world, provides tremendous opportunities

forforeign investment through the

governments open trade policy and
exportpromotion zonesproviding

attractive incentivesand concessions.

Supplementing an efficient transport and
communications system is the Banking

Sector. In theforefront ofthis area of

activity is the Bank ofCeylon. Sri Lanka’s

oldest indigenous Bank which counts 54
years ofservice.

Whilst justifying the domestic role as

Bankers to the Nation, it also has a

global presence in the International

Banking scene with a network ofover

1500 correspondents world wide and
branches in London and Male. This

splendid infrastructure is bolsteredhy its

expertise, resourcesand experience. Bank

ofCeylon is eminently geared to serve

event need oftheforeign investor with

competence.

Bankof Ceylon
Bankers tothe Nation

SMITH NEW COURT
FAR EAST
Moving
Markets

in Sri Lanka

15th Floor, ‘Nine Queen’s Road, Central, Hong Kong
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nic problem in the north, only

terrorism," says Mr Wijetunga.

Defence Department officials

refuse to say when the main

offensive across the war-tom

Jaffna peninsula - also home
to about 600.000 Tamil civil-

ians - is likely to be launched.

But military commanders hint

that it could come next year.

The army has already

started building up its

strength. Ten thousand new
recruits are under training and
more are expected. The total

complement may end up at

about 100,000 men.
The military plans to buy

helicopter gunships, landing
croft and fast patrol boats for

the confrontation with an esti-

mated 3,000-4,000 well-armed
and trained guerrillas who
have been fighting for an Inde-

pendent Tamil homeland.
Part of the explanation for

the more determined political

will in Colombo, and the
army's new confidence, may lie

In the recent success the mili-

tary tiMR had in bringing an
element of normality back to

the country's troubled Eastern
province.

Less than three years ago,

the province's two main cities

of Trincomalee and Batticalore

were in rebel hands and large

tracts of the mixed Tamil, Mos-
lem and Singhalese province

were no-go areas to the army
and the civil authorities.
Today, most of the province is

under government control at
least during the day, and many
Tamil Tiger guerrillas based in

the area appear to have fled

north to the Jaffna peninsula.

The government is planning

to hold local elections in the
Eastern province in February
and. later in the year, a refer-

just eight mites from Jaffna City nauMcHcAan/CMpar

endum on whether to merge
with the country's northern
province. If local elections are

successful, tens of thousands

of Sri Lankan troops could be
released for duty in Jaffna.

President Wijetunga, who is

also Sri Lanka's finance minis-

ter, is intent on trying to cata-

pult his country into the ranks
of the newly industrialised

nations by the beginning of the

next century, and is only too

well aware of the heavy eco-

nomic foil the war is taking on
a country where many stQl live

below tire poverty lnie.

To finance soaring war costs

the government has recently

been forced to impose a special

defence levy of 3 per cent an
all transactions, operating in a
manner similar to value added
tax. This year, direct military

expenditure is expected to total

more than SLRs20bn - about 15

per pywif of the budget - but at

least the same amount again is

spent on feeding and rehabili-

tating the war-torn civilian

population in the north and
east
Thousands of foreign inves-

tors have been frightened away
by the fighting and many
believe the number of tourist

arrivals could climb to more
than Lm within a few years if

file wax was ended. The econ-

omy of Jafiha, once the biggest

supplier of fish and cash crops

in Sri Tanka, is at a standstill

and tourists no longer visit tire

East with its fabulous beaches.

President Wijetunga appears
to be willing to stake all on the

attempt to recapture tire Jaffna

peninsula guerrilla stronghold

by force in an attempt to bring
the war to a swift conclusion.

A brief glance at the map
would !»|Hi to suggest that the

army is tn an excellent posi-

tion to launch an offensive. It

has a series of army-controlled

zones ringing the peninsula: at

Palaly in the north it controls

Jaffna city’s airport in a zone

20km wide and 5km deep;

across a sunken bridge to the

west of the city it controls a

number of sizeable islands; and
to the southeast it has cut off

tire pgninfinia from the Sri Lan-

kan mafnTanri by linking its

Elephant Pass army base to

the sea.

But the war in the north is a

classic guerrilla action, fought

by the most tenacious and
fanatical of men and women,
as the recent battle of Kilaly

showed. On tire second day of

the army advance from its base

at Elephant pass, a carefully

dug-in group of L000 guerrilla#

took the Sri Lankan

surprise and in. Utter

hand-to-hand fighting kilted

118 soldiers. i. V
Hardcore guerrillas, tea by.

daring military strategist,

number little more than 5&S
throughout Sri Lantoi buttfcey

were able to defeat WJ8&
I
ndian troops in the tote WSL-
gYery combatant carries a cyx-

nide pill around the neck,

which they swallow rather

than allow themselves to jbe

taken prisoner alive.

There may be fewer guard-

las, and less well-trained, than

when they pushed the fcxflans

out and when they coorrtafea/

much of the Eastern province,

but they remain as ruthless

and are still able to assassinate

politicians and military com-

manders.

There is some evidence they

may no longer have such Sense

support from the Tamil popufr
.

tion in Jaffna. Creation of.

Tamil Eelam (the rebel's free

state) is as far away as ever

and some locals have dared to

speak out against a guerrilla

force, whose tax collecting abil-

ity at home and abroad, is leg-

endary. But after a decade of

indoctrination most ordinary

Tamils in Jaffna still fear Sri

Lanka’s “Singhalese Buddhist

army" more.
Even if Tamil civilians did

not fight voluntarily they

might be forced into battle cm

the side of the guerrillas. It is

by no means certain that the

Sri T-ankan armed forces could

march into Jaffna city without

killing on the way tens of thou-

sands of civilians in the dense-

ly-populated province.

House-to-house fighting in

the dty could be even bloodier,

and the question no one seems

able to answer with confidence

is whether the army yet has

the numbers, ability and deter-

mination to retain control of

the peninsula once it has

marched in.

Richard Camper

£

The battle for hearts and minds

Humanitarian effort to feed civilians
WHEN Colombo put down in

bloody fashion a Singhalese
nationalist uprising in 1989 it

soon found itself having to con-

tend with a volley of interna-

tional condemnation. Its sys-

tematic abuse of human rights

also alienated many of its own
people, writes Richard Cowper.
Today, Sr! Lanka is still

fighting a guerrilla war but it

has put greater efforts into

winning hearts and minds at
home and abroad.

The country is now known
overseas for its unique human-
itarian effort in providing vir-

tually all the food and necessi-

ties to more than 500,000 Tamil
civilians living in the rebel-

controlled Jaffna peninsula,
where Tamil Tiger guerrillas

have been waging an U-year
struggle for an independent
homeland.
“Normally, civilians trapped

in guerrilla-controlled areas

have to find their own food,”

says Mr Dominic Dufour, head
of the International Committee
of the Red Cross (ZCRQ bared
in Colombo.
“The government has real-

ised that no rebel with a Kal-

ashnikov ever starves. But this

programme is unique. It's the

only country In the world
where you can officially mail a
letter from the capital to a
rebel stronghold."

The government started the
programme in 1990 and now
spends more than $500m a
year, despatching an average

M Co-operation with India

New Delhi has
score to settle

of 10,000 tonnes of food each
month to Jafiha in a fleet of

cargo ships under the supervi-

sion of tiie ICRC.
The food is distributed free

to about 240,000 people who
have been displaced from their

Jaffna homes. The rest is sold

in shops to civilians and guer-

rillas alike, under the watchful

gaze of highly-efficient Tamil
Tiger tax collectors.

Mr Christie Silva, in charge
of tire programme at the Minis-

try of Reconstruction and
Rehabilitation says: “It’s true
we do not want hundreds of

thousands of civilians fleeing

south. But neither do we want
to see starvation.

"We have to think of the
future: after aH they are our
people; they are also Sri Lan-
kans."

No one is pretending tire gov-

ernment is without fault.

There are reports of malnutri-

tion in some areas of Jaffna. A
ban on diesel shipments, to

deny guerrillas fuel for their

vehicles, means there is a

power blackout for most nights

of the month.
The country’s 80,000-strong

army sometimes oversteps the
mark in its bitter struggle to

recapture large areas of the
north and some patches of the
east which are still controlled

by tire, guerrillas.

In a visit this month to the

Palaly army-controlled zone,

just north north of Jaffna dty,

I saw several night-time bursts

of 150mm howitzer shells. In
an area so densely populated

anything less than perfect

accuracy is likely to kill or
injure nan-combatants.
Reports of civilian Tamil

deaths by army shelling are
not uncommon.
But in the war for hearts and

minds, there is some evidence
that the government may be
winning. A proposal to hold
local elections in the country's
troubled eastern province is

seen as a further step towards
normality in an area once
largely controlled by the Tamil
Tigers.

In the north, the growing
financial predations of the
guerrillas against a hard-
pressed and besieged civilian

population are beginning to

take tireir toll

Some Tamil civilians appear
to have become heartily sick of

the war and might even wel-
come a return to civilian con-
trol

But Mr Velupillai Prabhak-
aran, the ruthless Tamil Tiger
leader, does not appear to be
willing to negotiate a political

solution and Colombo there-
fore sees itself compelled to m
pursue a military one.

^

Ail the hard-won gains could
disappear overnight if the
army attempts to recapture the
Jaffna peninsula, as it is

threatening to do.

Thousands Of Tamil civilians

might be killed and the Tigers
would do everything in their
power - including using
human shields - to ensure that
Sri Lanka's image was again
tarnished in the eyes of the
international community.

OPERATIVES of New Delhi's

secret service Special Investi-

gation Team (SIT) set up to

track down the killers of Mr
Rajiv Gandhi, the former
Indian prime minister, are now
regular visitors to Colombo,
writes Mervyn de Silva and
Richard Cowper.
SIT is working closely with

Sri Lanka's police and intelli-

gence services and its mission
is clear seize or kill Velupillai
Prabhakaran founder and com-
mander of the separatist Liber-

ation Tigers of Tamil Eelam
(LTTE) and the man they are
convinced master-minded the
assassination of the Indian
prime minister.

Mr Gandhi was killed in May
1991 by a young female Tamil
suicide bomber from Sri itmVa
at an election rally in the
southern Indian city of Madras.

The modus openmdi was very
similar to that used by the

LTTE to murder Sri Lanka's
President Premadasa at an
election rally in Colombo in
May this year.

The co-operation between
New Delhi and Colombo in this

and other security areas is a
Ear cry from the last decade
when India operated a policy

aimed at destabilising her tiny
southern neighbour.

Today, New Delhi no longer
supports and arms Tamil Tiger
guerrillas. It fears that it might
end up with its own rebel

movement in the fractious

southern Tamil state of Tamil
Nadu and is taking a tough
line against LTTE arms smug-

gling.

Earlier this year, the Indian

navy captured and destroyed a

trawler in the Palk Straits, a

20-mile strip of water that sepa-

rates Tamil Nadu and Sri Lan-

ka's Jaffna peninsula. As well

as arms and explosives, on
board was Prabhafcaran's

right-hand man, known as

KJttu. He and a number of

other senior LTTE command-
ers died in the incident in cir-

cumstances that have never
been fully explained.

The loss of Kittu is said to

have been a heavy blow to the
rebel leader. Prabhakaran is

said to have placed great reli-

ance on Kittu as one of the few
commanders he could trust.

So deep is his fear of New
Delhi that he recently placed
Mahattya, his deputy, under
house arrest in Jaffna as a sus-

pected “Indian agent"
All this seems an age from

the early 1980s when Rajiv’s
mother, Mrs Indira Gandhi,
ordered RAW - India’s equiva-
lent of the CIA - to arm and
train cadres of a tiny Tamil
rebel movement In secret
Indian camps. The close rela-

tionship began to break down
when Rajiv -who succeeded
his mother as prime minister
after she was assassinated by
her Sikh bodyguard - signed
an Indo-Sri Lankan peace
accord in 1987. An Indian
peacekeeping force was des-
patched to Jaffna to force a
settlement on the Tamil
Tigers.

India and Mr Gandhi were to
pay dearly for this change in
policy. With just a few thou-
sand guerrillas. Prabhakaran
engaged and drove out an
Indian army of 120,000 men. At
least 7,000 Indian soldiers died
and many more were wounded
before the pullout came in
1990.

In parts of Tamil Nadu - the
traditional Dravidian enemy of
the Buddhist Singhalese - the
Tamil Tigers are still seen as
heroes. But New Delhi has a
new foreign policy of regional
co-operation and a very deep
personal score to settle with
the man who brought to a pre-
mature end the reign of India's
most famous political dynasty.
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TRADE

SRI LANKA 5

Deficit is at a record high
w;

]
i

j i

REFORM is rarely painlessfBssn^ssaa more liberal trade and for-
®*change regime, Sri
has been, hit hard by a
deterioration in its bal-

*5?®. of trade, giving finance
officials serious cause for con-
cern.

A steady reduction in import
tarifis, likely to be continued“ next month’s budget, and
the easing last year of most
foreign exchange controls on
the current account, have
helped to push the country’s
trade deficit to a record high,
in spite of soaring exports.

In the first six months of
1993, the trade gap widened by
38 per cent from SLRs24.73bn
in the first six rannWiq of 1932
to SLRs34Li9fm, a level which
most agree is not sustainable
in the long run.
As a proportion of total

trade, the deficit remained the
same at 21 per cent, bnt
imports continued to grow at a
faster rate than exports and
from a much higher base. Part
of the 35 per cent increase in
imports to SLRs9S37bn in the
first half of 1993 was a one-off
purchase by Air Lanka, the
country’s civil airline of two'
Airbus A340s. Much of the

growth came from capital
goods used for investment or
intermediate -goods, such as
textiles, which are re-exported.
On exports, the outlook is

brighter than it has been for
some time. According to Mr
A. R. Mansoor, minister for
trade, the most remarkable
development has been the
expansion in the range of
industrial exports.
“With 500 garment factories

on stream, clothes are our top
export earner. But, most
encouraging of all, we are now
selling 2,000 industrial prod-
ucts overseas,” he says.
The first half of 1993 saw a

sharp recovery in overseas
sales of tea, rubber and cash
crops following a severe
drought in 1992. This, coupled

. with the continuing success of
Sri Lanka's runaway textile
sector, saw exports jump by 34
per cent in the first half of the
year, putting the country on
course for a record export per-
formance hi 1993. Exports In
the first six months totalled
SLRsB1.8bn; up from
SL.Rs46.34bn in. the same
period last year.

Textiles and garments led
the .way with a 31 per cent
increase in export value to

SLRs30.77bn in the first six

months alter a record-breaking
year in 1982. For the first time,
textile and garment exports
accounted for 50 per cent of Sri

Lanka's total overseas sales.

Even in vahusaddfed terms,
garment exports (imported
Inputs account for about 60 per
cent of the gross export value)

have now overtaken the coun-

try's traditional tea and rubber
export mainstay.
In the first half of 1993, Sri

Lanka’s agricultural exports
grew by 21 per cent to

SLR$H57hn, accounting fbr 24

per cent of total exports. Tea
made a strong recovery in the
first six months of 1993, up 35

per cent to SLRs9-2bn follow-

ing last year's drought when it

recorded its most dismal per-

formance since 1966.

The removal of substantial

export taxes on tea, rubber and
coconut at the end 1992 saw
fiie aiiiTririatinn of an impor-
tant structural inefficiency in
the economy and did much to

improve the prospects for an
Industry where poor prices and
high costs have meant many
plantations have made leases.

This year the Russians have
come to the rescue of Sri Lan-

kan tea exporters after the loss

of the Iraq market two years

ago due to the Gulf war United
Nations embargo and a sharp
reduction in tea imports this

year by Iran and Egypt, two of

Sri Lanka's big markets.

Russia and the Common-
wealth of Independent States

(CIS) countries imported
almost 20,000 tonnes in the
first six months and are expec-

ted to import about 30,000

tonnes of Sri Lankan tea
-mostly of the cheaper vari-

ety '-out of an expected total

of 220,000 tonnes of exports

fids year.
The star export performers

in 1993, however, have been
other industrial products, up
more than 64 per cent on last

year to SMfalMftn, and going
same small way to substantiat-

ing Mr Mansoor's claim that
the country may soon no lon-

ger be a two-horse expert econ-

omy of tea and textiles.

Fastest growing of all the
export items in this category
has been polished diamonds,
up almost threefold to

SLRs2^3bn in the first half,

with, exports of manufactured
rubber goods not far behind.

But Sri Lanka's economy
still has a long way to go
before it can shake off the sus-

picion it is still over-reliant on
just a few dominant sectors.

After all, tea and textiles alone

accounted for £> per cent of the

country’s total exports in the
first six months of this year.

Richard Cowper

F
ORMER President Ranasinghe
Premadasa often found Sri Lan-
ka’s tabloid press more vicious

than the Tamil Tiger rebels in the
north of the country or the Pol Pot-
style Singhalese nationalist rebellion
in the south.

Each Sunday the tabloids would
tear Mr Premadasa's reputation to
pieces, focusing on the fact that he
was not a “goigama” - the farmer
caste which has traditionally pro-
duced Sri Lanka's political leaders.

Since the assassination of Mr Pre-
martaaa in May, the tabloid newspa-
pers have gone quirt: The new head of
state,- President D.B. Wijetunga, soft

spoken and avuncular, does not make
a good political target
Whereas Mr Premadasa was always

viewed as an outsider by the political

establishment, Mr Wijetunga is a “goi-

gama” from the Kandy hill country.
Mr Wqetunga’E prime minister, Mr

Ranil Wickremasinghe, is part of the
Colombo elite. The English educated

professional class is relieved that
what is perceived to be the natural
political order has been restored.

The new leadership has brought a
distinct change of style. Gone is the

POLITICS

A distinct change of style
populism and the showmanship of the
Premadasa regime. Mr Premadasa,
said to have worked 18 hours a day.
was known as a very hard taskmas-
ter. He was also feared by those who
had crossed his political path.

Now the political mood is more
relaxed. The media is more open. But
there has been some continuity.

There has been no dramatic change in
the direction of government policy.

Some of Mr Premadasa's key advisers

are still in positions of power. Mir R.

Paskaraliogam, an important Prema-
dasa confidant and the tnnn credited

with persuading the former president

of the need for economic reform, is

also Mr Wjjetunga’s secretary of
finance.

The big question now is whether
fiie country’s new leaders have the
strength to carry through tough eco-

nomic policies, or whether short-term

political trade-offs will be made. A
budget due in early November will

serve as an indicator of the new gov-
ernment's political wffl.

During Ids time in office Mr Prema-
dasa did put down -albeit brutally

-an uprising In the sooth. He also

tried, and failed, to negotiate a peace
with the Tamil separatists. Perhaps
most importantly, he made moves to

open up the economy, while at the
same time laimnhing1 a much-praised
poverty alleviation programme.
Mr Wijetunga has been able to build

on that legacy able to sell Premada-
saism without Premadasa.
Less than three weeks after Mr Pre-

madasa's assassination, voters went
to the polls in seven of Sri Lanka’s
nine provinces to elect new provincial

councils. The UNP made what was
considered to be a surprisingly strong

showing in the polls, although it did

lose control of the western province,

which contains Colombo and more
than 25 per cent of the country’s 17m
people. Most importantly, the polls,

which had a 75 per cent turn-out,

ware peaceful -seen by outsides as
evidence of the resilience and matu-
rity of the country's political system.

The UNP would appear to be
secure. The Sri Lanka Freedom Party
(SLFP), headed by Mrs Sirima Bandar
anaike, a former prime minister, is in
some disarray. Mrs Bandaranaike,
suffering the after-effects of a stroke,

is not as active as she once was
although she still commands a consid-

erable personal following, especially

in rural areas.

Mrs Bandaranaike’s daughter,
Chandrika - now chief minister of
western province -is at loggerheads
with her brother, SLFP MP Anura
Bandaranaike. In mid-October, Mr

Ranrinranaiko resigned from the SLFP
claiming the party was in danger of

being controlled by what he called

“discredited Marxists
”

Now there is talk that Mr Bandar-
anaike could join the UNP, the party
to which his father, Mr Solomon Ban-
daranaike, prime TmnlfttftT in the

ISOs, originally belonged.

Meanwhile, the Democratic United
National Front (DUNF), a breakaway
UNP grouping, would appear to have
lost its political platform which was
almost entirely based on an intense

dislike for the rule of former president

Premadasa.
After the violence of May, everyone

is now hoping for a period of political

calm- But already fiie talk is of presi-

dential elections, due to be held
before the end of next year.

Mr Wijetunga. 71, was originally

seen as a caretaker president but now
shows signs of wanting to stay in

office beyond next year’s elections.

At the moment, people seem com-
fortable with Mr Wijetunga. The oppo-

sition, more concerned with Its own
quarrels, holds few political cards.

Mervyn de Silva

M Profile: Ranil Wickremesinghe

Prime minister
rose rapidly on
political ladder

COLOMBO Postal District 7 is

an area of elegant colonial
mansions and tree-lined ave-
nues. Mr Ranil Wickreme-
singhe, Sri Lanka’s prime min.
ister since May, is seen as very
much a product erf the “Col-
ombo 7 set” and - as a nephew
of former President J.R. Jay-
wardens - a part of the coun-
try’s political establishment,
writes Klesran Cooke.
But few doubt the consider-

able talents of the prime min-
ister. Aged only 44. Mr Wick-
remesinghe has had a fast rise

up the political ladder. There
are considerable risks involved
in achieving high office.

“We have to take security
precautions all the time,” says
Mr Wickremesinghe. “But 1

never thought of following any
other career.”

Mr Wickremesinghe's father,

who ran Sri Lanka’s biggest

newspaper group, was a Chris-

tian. Hfe mother was a Buddh-
ist The prime minister’s unde
Is an Anglican bishop.

Former President Prema-
dasa, a man of humble origins,

was deeply suspicious of the
traditional political establish-

ment But Mr Wirlmuragqjnghp

survived and prospered during
the former president’s time,
mainly due to his ability, as
then minister of industries, to

push through much-needed
economic reforms.

“We are continuing with Pre-

madasa's policies. There might
be a certain change of style;

that’s inevitable. The opposi-

tion accuses us of befog elitist

But there are more people In
business now than at any time
In the past The opposition
talks about socialism but we
have introduced real socialism

by giving people enough to eat

and raising living standards.”

Mr Wickremesinghe says
that despite opposition from
some unions, the government
will continue with its privati-

sation policy. “Union fears are
without foundation. We are

going about the process slowly

and carefully. But I’ve no
doubt that before too long we'll

have more efficient, largely pri-

Ranll Wckramasingtm says the

privattttaUon poBcy wfll continue

vately-run enterprises."

A lawyer. Sir Wickreme-
singhe became an MP when he
was only 28 and subsequently
served as deputy minister erf

foreign affairs.

Despite the assassinations of

both President Premadasa and
the leader of an opposition
party earlier this year, Mr
Wickremesinghe says there is

political stability in Sri Lanka.
“We have a mature political

culture. Premadasa’s assassi-

nation was a test and we got

through it without any major
problems.”
But the war against Tamil

separatists in the north and
east of the country is the main

issue. There have been indica-

tions that the new administra-

tion wants to take a harder
line on the problem than Mr
Premadasa.

“I don't think policy has
changed. We have always said

we are willing to negotiate but
it seems the LTTE [The libera-

tion Tigers of Tamil Eelam, the

main separatist group] only
responds to pressure. We are
not dosing the door to talks

hut the orders to the army
remain fiie same; to eliminate

terrorism and ensure that
more and more areas are under
government controL”

‘SRI LANKA MUST BE INTEGRATED WITH THE WORLD ECONOMY TO EXPLOIT ITS LOCATION

AND UTILISE ITS SUPERIORHUMAN RESOURCES.’
Hon. Ranil Wickremesinghe

Prime Minister
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Private investment in National

Infrastructure: SIDI
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Indicators of investor confidence:

the Colombo Stock Exchange

The Government is actively encouraging private invest-

ment in the development of infrastructure and has

established a Secretariat for Infrastructure Development

and Investment (SIDI) in order to coordinate this process.

SlDI’s mandate is to select, market arid assist the develop-

menrofinfrastructureona Build-Operate-and-Qwn (BOO)

and Build-Operate-and-Transfer (BOX) basis. A 40MW
diesel power plant has already been awarded on BOO terms

and in the pipeline is a 300 MW coal powered power

generation facility and the development ofthe historic port

of Galle.
-

The following are areas earmarked by SIDI for develop-

ment:

* Power generation: dual cycle thermal plant, hydro and

diesel power projects.

.* Highway constructions southern highway linking

Colombo to Marara.

* Railway additions, extensions and electrification.

* Port expansion

* Telecommunications

* Water supply

* Solid waste management

For inquires and more information contact:

Dr. Ramanujem, Director General - SIDI,

696947, 694601. Fox: (94-1) 696952.

In keeping with Sri Lanka’s rapid expansion and inte-

gration with the world economy the Central Bank of

Sri Lanka has taken the following steps to relax ex-

change control:

* Exporters are now free to repatriate their export

proceeds and credit them to any type of rupee or

foreign currency account in any commercial bank
in Sri Lanka, or to retain such proceeds abroad.

* External current transactions are now free of all

controls.

* The period fbr forward exchange contracts for

purchases and sales of foreign currency has been

. extended to 360 days.

* Foreigners may acquire, issue or transfer shares in

any company listed on the Colombo Stock Ex-
change (except for a few sectors such as banking,

insurance and professional services) upto 100% of

the issued share capital of the company.

For more information contact file Controller of Exchange or fiie

Direcror- Information,

Central Bank of Sri Lanka. P.O.Box 590, Colombo l, Sri Lanka.

Tel: (94-1)421 191, Fax: (94-1) 440353

The phenomenal growth in the activity of the Colombo

Stock Exchange looks set to continue. Major indices are

high and rising and the continually modernising Exchange
- with one of the few scripless trading systems in Asia - is

attracting intense interest from foreign investors.

CSCMl SUtE raiCE BDEX
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For more information contact: The General Manager

Colombo Srode Exchange, 2nd floor, Mackinnom Building,

York Street, Colombo 1 Sri Lanka

Tel : (Direct) (94-1) 325686, 325804. 446581

Telex: 21124 MAKINONCE Fax: (94-1 ) 445279
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THE total value of pre-
cious gems smuggled out
of Sri Lanka could be as

high as Colombo’s annual for-

eign aid receipts, says a former
governor of the country's cen-
tral bank and an expert in the
gem trade.

If Dr Neville Kanmatilleke is

right, then “unofficial exports"
of Sri Lanka’s Gabled array of
star rubies, cornflower-blue,
sapphires, tourmalines, moon-
stones, garnets and dozens of

other precious gems, may be
worth as much as S300m a
year. This would make gems
Sri Lanka’s largest single
export after garments and tea.

Dr Karunatilleke's guessti-

mate for smuggled rough
stones and gems is about dou-
ble the official 1992 export fig-

ure for jewellery, diamond re-

exports and gems combined of

SLRs6^88m.
As Colombo moves towards a

more liberal export-import
regime and towards almost
complete freedom of exchange
controls, the chances are that

smuggling will decline to a
much lower level.

GEMS INDUSTRY

Old-fashioned attitudes
Perhaps more important

than legitimising the trade, a
proportion of which is always
likely to prove attractive to

smugglers and tax evaders, is

the need to catapult an
old-fashioned Industry into the

20th century.

In the 1970s and early 1980s,

for example, hundreds of Thai
traders bought for a song what
Sri r^mkans then thought were
worthless, milky-white
so-called Geuda stones. The
Thais took them to Bangkok,
subjected them to specialised

heat treatment and became the

proud possessors of blue sap-

phires worth up to $5,000 a
carat and often more than one
hundred times what they paid
for them.
By the time the Sri I<anhan

industry woke up to the fact it

was being cheated, it had lost

many hundreds of millions of

dollars' worth of sales.

Even though Sri fankans are

no longer giving away their

Geuda stones they have been

slow to adopt the new technol-

ogy and over 95 per cent (an

estimated 6 tonnes a year) of

Sri Lankan Geudas are still

being sold to Thailand, mostly

smuggled.

As the technology has
improved, even high-quality

rubies and sapphires are now
heat-treated to improve their

colour. This can increase their

value by four or five times and
is now widely accepted in the

world marketplace.

In Sri T -a iika, traditional atti-

tudes that heating a gem is

somehow cheating has meant
the industry has been slow to

invest in the specialised fur-

naces needed -a loss that the

state Gem Corporation is try-

ing to remedy with a training

programme and a campaign to

persuade gem traders to adopt

the Thai technology.

Some progress has been

made but because there is little

vertical integration in the

industry and many gem cut-

ters operate on a cottage indus-

try basis, gaining access to

capital has not been easy.

Current estimates are that

150 small operators are

engaged in heat treatment
throughout the country, com-

pared to 500 large professional

operations in Bangkok alone.

Sri Tanka has also been slow

off the mark to add value by
using the thousands of tiny

less valuable gems in develop-

ing its jewellery export sector.

The lack of initiative, poor
access to capital and modem

Profile: Zam Refai

Business has been kind
"HOW would you like to buy a
gem of an island?” giggles Mr
ZAMRefai's right-hand man,
pushing across the desk a pic-

ture of a coconut-palmed para-

dise, just off the coast of the

tourist resort of Bentota.
writes Richard Cowper.
Minutes earlier, Mr Refai

-or Zam, as he is known in

the trade - was pocketing a
$30,000 sapphire that had been
cut and polished by one of his

most skilled employees.
Business has been kind to

Mr Refai of ZAM Gems, the

company named after his own
initials. A Moslem from the
coastal gem trading town of
Beruwala, 35 miles south of the

capital oF Colombo, he started

business 28 years ago with cap-

ital of $1,000 - a paltry sum in

a trade where single gems can
be worth hundreds of thou-
sands of dollars.

Today, he is a multi-million-

aire with five up-market jewel-

ler)' shops, numerous jeweller-

y-making workshops and a
turnover which he conserva-
tively puts at $2.5m a year.

Unlike the country’s sophis-

ticated and fabulously rich top
500 gem merchants, who have

conducted business for centu-

ries from their mansions in the

China Fort area of Beruwala,
Mr Refai is a self-made man
and he clearly revels in his
new-found wealth.

In addition to the magical
Barberyn island with its old

white British lighthouse, he
owns an exquisite blue aqua-
marine so huge that it is the

biggest such gem ever found in

this island of gems. At 946

carats, the size of a goose egg.

the stone is a museum piece

whose value can only be
guessed at
Mr Refai a trader at heart,

says that at the right price he
might be willing to selL

"What would that price be?"
I asked.

"It’s a huge draw at my most
exclusive shop in the Hilton
Hotel" he says. “But I might
be prepared to accept $250,000.”

Such information is rare In

what is undoubtedly one of the
world's most secretive trades.

The easy transportability of
gems worth huge sums has
made them extremely attrac-

tive to smugglers, drug money
launderers, tax evaders and
those who wish to avoid cur-

rency controls - not to men-
tion the nouveau riche and
some members of the aristoc-

racy.

“How much did you pay for

it?” I hazard.

“It took my best man one
week to cut and polish it, for

which I paid him $2,500 and.
pointing to his brand new four-

wheel-drive vehicle. . . “it cost

me less than I paid for this." he
says with a laugh.

“Fortune has treated me
well Mr Premadasa [the for-

mer president] gave me and all

other gem and jewellery
exporters an indefinite tax hol-

iday. 1 don't pay any tax at

all,” he says.

Until 1985, his sole business
was the export of polished and
cut gems such as rubies, topaz,

moonstones and the famous
blue sapphire for which Sri

Lanka has been renowned for

nearly 2^500 years.

But as tourism came into its

own, he expanded into making
fine jewellery, using gold and
gems and copying western
designs. He opened shops in

several of Colombo's five-star

hotels, opening up a niche in
the market that has made him

one of the country's top five

jewellery exporters.

With an uncanny ability to

see the main chance, he has
concentrated on the tourist

market from Japan, a country
which imports more gems and
jewellery than any other in the
world.

Not all is plain sailing He is

now exposed to the vagaries of

the Sri Lankan political cli-

mate. After President Prema-
dasa was assassinated in May,
Mr Rafai hardly sold a piece of
jewellery in his Colombo shops
for three months.
But jewellery, although

expanding last, still accounts
for just 20 per cent of his turn-

over and, should an emergency
arise, he could always “slip a
handful of sapphires into my
pocket and sell them abroad
for a small fortune.''

Political stability is the key
to the future and he is looking
forward to the day when tour-

ism - now at 400,000 visitors a
year - reaches the lm mark.
“Then I shall be a truly rich

man." he says with a smile,

giving the $30,000 pink padmar-
aga sapphire in his pocket
another twist

We're

not exactly new

to foreign trade

Centuries ago, the merchants of Lanka did business with Greeks and Romans,

with Arabs and Persians, with traders from China, India and the Malay Archi-

pelago.

Today, the RepublicofSri Lanka trades with the wholeworld. Import and export

volumes are higher than they've ever been in history.

In this complex, high - pressure international environment, Commercial Bank

excels.

We help international businesses achieve their goals in Sri Lanka by providing

financial advice and assistance.

We are also the leaders in financing the nation's exports.

Foreign trade therefore is nothing new to us. Since its founding in 1969,

Commercial Bank, a truly indigenous bank has been committed to helping

Sri Lanka do business with the world. In the new age of the open economy, that

policy is bearing fruit as never before.

Want to do business with Sri Lanka? Talk to us. We can help.

cb
COMMERCIAL BANK
Commercial House, 21 Bristol Street,

Colombo 1, Sri Lanka.

, Telephone :

AGM International: 436715, Snr. Manager Imports: 447588, Snr. Manager Exports: 326195

General: 4450KM5 (6 lines), 328193-5 (3 Lines), 430420 (10 lines). Fax: 449889.

jewellery design has been com-

pounded by the recent loss to

the Middle East of many of its

experienced gem cutters and

jewellers.

However, in the past few

years about a dozen companies

have made an impact on the

market, notably Blue Diamond,

Eluwalla, Sifani and Zam
Gems. Some have specialised

in large-scale exports while

others, such as Sifani, speci-

alise in adaptations of top-of-

the-range jewellery.

Official Sri Lankan exports

in jewellery have soared in the

last two years from just

SLRs94m in 1990 to SLRs310m

in 1932. Purchases by foreign

tourists, who carry jewellery

out of the country unrecorded,

could boost the value of the

export trade to around
SLRslbn in 1993.

Year Gems
Exports (SLR* mWloiisl

Geuda* Jewefl«y Diamonds*

1988 1,425 529 74
1,904

2,036
1989 1,351 554: 77

1990 1,840 597 94

1991 1,569 634 252 1,986

1992 1,621 456 310 4,501

.

1992 788 223 122 - -
: 1*523

1993 900 234 180 . 3,419

Total3

2,029

3,886

4,567

4,441

6.888

2,656

4,733

isJuateara not mine tSanwmfc. Tfw» »«wprt8 rfwr ct*wiS

sThfadosa not wflact laiue «cWa 8nwffi^^»Thwfera far below

the ml Sous "
.
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One notable success story for

Sri T .antra has been the cutting

and polishing of imported dia-

monds. In the space of just

four years, with foreign capital

and help, the industry has

grown from nothing to annual

exports projected this year at

SLRsSbn; up 16 per cent on last

year and nearly double that of

1991.

Although added value is only

20 per cent on diamond polish-

ing compared to more than 95

per cent for gems mined

domestically, many hope it will

presage a new era for Sri Lan-

ka's industry. The most ambi-

tious are hoping the country

will follow the Thai road and

import rough, stones and gems
from all over the world, for

cutting, polishing and making
into jeweUery.
To help achieve this goal,

parliament has just passed two

new acts setting up a national •

gem and jewellery authority hr

engage in research and ofcU;.
;

training and promotion.- and a.:

.

gem bank to provide access to . /

much-needed capital. Sri Lsa-.-ir-

ka's gem mining, cutting and

jeweller? business employso-

about 300,000 people in acorn--

by where 25 per cent oftfce

land is said to be potential!* : ,

gem bearing. -

Colombo seems finally to-

have woken up to the fact that .

its main potential competitor .,

and teacher, Thailand, is head; :

ing towards a business with a- :

total annual turnover of

in 1993 and it wants a much ;

larger slice of the action.

Says Dr KarunatUleke: “Stt-

f
^nka 's industry has never;

been fully exploited because 80-

.

per cent of it has been under i:

ground. But with the new bank

offering credit and the gem
authority providing trainingT
am optimistic that many trad-

:

ere wifi decide to go legitimate

and give us the modem indus-

try we are all looking for."-
•••

Richard Cowper

F
OR many Colombo busi-

nesspeople. the war
against Tamil separatists

in. the north of the country

seems very remote, writes Ke-
ren Cooke.

“We really don’t notice it

much down here," says Mr
Tilak de Zoyza. managing
director oF the Associated

Motorways (AMW) car
industry group.

AMW is one or Sri Lanka’s

biggest importers of cars and
motorcycles, mainly from

Japan. But its main business is

what is known as tyre

rebuilding.

AMW collects used tyres and
employs the latest technology

to rebuild them. The rebuilt

tyres have 80 per cent of the

life of a new tyre. AMWs tyre

rebuilding facility is one of the

biggest in the region.

Mr de Zoyza feels there could

be more economic progress if

the war ended. But of more
immediate concern is

government economic policy.

“There has been a
remarkable change over the

past four years," says Mr de
Zoyza.

“Former President
Premadasa pushed through a

B Profile: Associated Motorways

Joint ventures
bring expertise

whole series of measures to

liberalise the economy. We
were given tax incentives to

encourage us to buy new
machinery and employ more
people.

“As a result, business has
been investing far more and
reaping the dividends. This
year AMW will have a
turnover of about SLRs72Qm:
double that of three years

Improved investment
incentives phis the easing of
exchange controls mean that
companies have been able to

enter into joint ventures with
overseas investors, introducing
much-needed technology and
expertise to Sri Lankan
industry.

AMW has recently entered
into a joint venture to

manufacture tyres with the

giant RPG group of India.

It has started another tyre

retreading operation with a

Malaysian company and Mr de

Zoyza is thinking of going into
' the shoe business, again with a

company from Malaysia.

“The whole business
atmosphere has changed in

recent years,” says Mr de
Zoyza.

"While interest rates are

high -more than 20 per cent

-credit is not so tightly

controlled as it once was. The
loosening of foreign exchange
controls has been a key
development
“Not long ago one of the big

state banks gave me a credit

card with a limit of $10,000. I’ve

never had a credit card in my
life. Such a thing was
unthinkable only a few years

ago.”

The AMW group now
employs more than 2,000

people. AMWs capital has

been increased by its listing on

the Colombo stock exchange.

Foreign shareholders control

more than 20 per cent of the

group's equity.

-We now realise we can t

just depend on the home
market for growth," says Mr de

Zoyza.
"We must export and we are

expanding our manufacturing

base to make us more
competitive in the region."

AMW has several links with

Japanese conglomerates. For

many years it has been
manufacturing motorcycle and
bicycle tyres in collaboration

with the Japanese Inoui group.

It is also hoping to resurrect

an old relationship with Yuasa.

the Japanese battery
manufacturer.
“The rising yen is creating

problems for Japanese
business,” says Mr de Zoyza.

“Companies like ours are

building up the necessary
expertise and industrial base to

offer an alternative, low-coet
manufacturing facility.

“Despite the war I’m
optimistic about the future.”

M R Shabbir Sangani,
head of Lanka Gar-
ments, has views

which would raise eyebrows
among Sri Lanka's economic
planners, writes Kieran Cooke.
“We should forget all this

business about becoming a
newly industrialised country,"

says Mr Sangani.

“If the economy does take off

and we start growing above 5
per cent, then wages are bound
to rise. We’ll lose our main
advantage; the garment indus-

try will go elsewhere and then
we’ll create more problems
than we’ve solved."

Mr Sangani is one of a new
breed of entrepreneurs in Sri

Lanka. At 29, he heads a fast-

growing, privately-held busi-

ness employing 1.500, with a

turnover of more than $2m last

year.

He started Lanka Garments
in the mid-1980s with $15,000

capital loaned by his father.

He now has three factories.

Profile: Lanka Garments

A fast-growing

one on the outskirts of Col-

ombo and two in rural areas,

set up under former President

Premadasa’s industry disburse-

ment programme.
Lanka Garments produces

jackets and rainwear for the

US market
Very little of the product

content is sourced in Sri

Lanka. The fabric far a popular
brand ofjacket destined for the

US market is purchased in
China by a South Korean com-
pany.
The only thing sourced

locally is the thread.

The company’s workforce is

more than 90 per cent female.

Wages are set at a minimum of

SLRs2,000 a month. A South
Korean has been brought in to

help supervise the work.
“She earns about 50 times

the wages of a local but has
paid her wage by increases in
productivity," says Mr San-
gani.

Like other garment produc-

ers, Mr Sangani feels that Sri

Lanka will face growing com-
petition on wages from coun-
tries such as Vietnam, rnrifa

and Bangladesh.
To hedge against any down-

turn in the garment business,

Mr Sangani has diversified into
diamonds. A diamond cutting
factory next door to Lanka
Garments in Colombo now
employs 250 workers.
An Israeli technical adviser

has been brought in.

The uncut diamonds arrive
from dealers in Antwerp and
Tel Aviv. They are cut in Sri
Lanka and then shipped for

sale in Japan.

The next step is to open a
jewellery factory. The cut dia-

monds and the jewellery for
their setting will then both be
sent to Japan.
Mr Sangani has a half-Japa-

nese Sri I^ankan partner, who
makes the all-important con-
tacts in Tokyo.
“I’m going to stick with

these two industries," says Mr
Sangani. “In theory, when tex-
tiles hits a rough patch, then
diamonds will come to the res-
cue.. But I know nothing in
business works quite so
neatly."

A CHANCE TO OWN A LITTLE CORNER
OF PARADISE...

I*-"®!*,M apjn, bx̂ ^
Two formidable financial forces in Sri Lanka, Ceylinco - a

conglomerate with over 50 years of achievement - and
Seylan Bank, the fastest growing Bank, have combined to

take elegance and convenience to new heights.

Soon the Ceylinco Seylan towers will rise to make its

mark on Colombo's skyline.

Your office and your luxury apartment can now be in one

nience' Uxury- 711656 wi" «>me
togetfo^stonan/ety. Al! tha* is needed is you - to complete

For more information, contact

Office: 177, DupfcaSon Road, Colombo 3, Sri Lanka.
Tel: 423249 Fax 01 -423249.
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Better fieW practices have already helped boost tea output, although nobody knows th* exact abe of the Increase

TEA INDUSTRY

Gains despite loaded dice
FATE could not have bean
more cruel to the 22 companies
which last year were awarded
five-year profit-sharing man-
agement contracts to run Sri

Lanka's
,
decaying state planta-

tion sector.

When they, picked up the
reins at 460 government-owned
tea, rubber and coconut estates

in July 1992, they were well
aware that the sector was los-

ing about SLEsSbn. ($U4m) a
year - just over SLRetfOm a
month. Sopae estimates put
losses over the last few
decades as high as SLRsSObn.
What the companies could

never have forecast was a year

in which the worst drought in

the living memory of many
planters caused output in the
sector’s most lucrative crop,

tea, to fall to just 179.000

tonnes - the lowest level far 36

years.

If that were not pam enough,
earlier this year theywerfi
forced bo absorb a 25 -per cent
government-imposed pay
increase in an industry where
wages already account for over

75 per cent of total costs.

In spite of the loaded dice,

the companies contrived to

make a sharp dent in overall

losses by mounting a success-

ful drive to eliminate, theft,

waste and poor labour manage-
ment They saved tens of mil-

lions of dollars in stolen tea,

,

fertilisers, wages to ghost

workers, bribes to officials and
outrageously over-priced trans-

port costs.

Says Mr L.G. Munasinghe,

Sri Lanka’s Tea Commissioner.

“Pilferage in the state sector
may have accounted for
between 8 to 10 per cent of
total turnover."

The companies introduced
new financial management
techniques, fired some of those
caught thieving, mdPiinpH the
most inefficient and, most
important of all. began the
long process of improving agri-

cultural field practices. Some
notable gains have already
been made. Average losses for

the second half of last year

This year Sri Lanka is

. expected to regain its

position as the world’s

largest exporter of tea

were cut sharply to around
SLKsl33m a. month, and more
dramatically, in the first half

of 1993 to SLRsfflm a month -

just 20 per ceutrof the average
monthly loss when they first

•'

took over. Four companies say

they hope to make a profit this

year.
Equally encouraging is the

belief that better field practices

have already helped to achieve

a slight boast in tea output,

though nobody can put a fig-

ure on the exact size of the

increase. This year Sri Lanka
is expected to regain its posi-

tion as the world’s largest
exporter of tea, after falling

into 8erond place behind India

in 1992.

According to Mi Muna-
singhe, production is likely to

end the year at around 222,000

tonnes - up about 25 per cent

on last year, though not as
high as the record 242,000
tonnes produced in .1991. He
believes better used- of fertil-

iser and other improved prac-

tises may enable Sri Tanka to

boost output' to 250.000 tonnes
next year, if the weather is

favourahle.

Further good news for com-
panies struggling to turn their

estates round is that Colombo
is expected soon to announce
substantial changes in the con-

tracts awarded last year. These
will probably indude a deci-

sion to extend the contract

from five years to 30 years,

possibly with the option of a
further 30-year extension.

“Before the end of the year, 1

fully expect to be in a position

to grant a new contract, possi-

bly a usufruct contract of 30
years," says Mr Rupasena
Rarunatilleke, Sri Lanka's
minister of plantation indus-
tries. The contract, which will

be sfanhir to a lease, is tanta-

mount to privatisation. The
companies will no longer
merely share in the profits - if

there are any - but will bear

all the risks of any losses too."

The longer contract is vital if

companies are to take a
long-term view and raise much
needed capital to modernise
the country's ageing planta-

tions. Many of the tea bushes
are 60 years old and of the
wrong type, with scores of

estates averaging output of

just 1,000kg a hectare - less

th*n half that of India and
Kenya, Sri Lanka’s main com-
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Short
still !

-term outlook
seems bright

THE growth of Sri Lanka's
textiles industry has been
impressive. In 1977, textile

exports were worth less than
$10m. By the mid 1980s, the
figure had soared to 3280m.
The real growth In the indus-

try has mme in the past three

years: in 1990, textiles and
clothing exports were worth
about ISOQm. Last year, earn-

ings from textiles exports rose
to $L2bn. A healthy 38 per cent

growth in the value of textile

exports is projected for this

PkUnC Ttoryttt

petltors.

The expectation is the Asian
Development Bank will come
up with about $60m in low
interest loans, which the gov-

ernment will lend to the indus-

try, providing companies put
up capital of their own.
Many estates are already

improving their finances by
diversification. Some have
switched a proportion of their

land into^ crops, while a
few are looking at the feasibil-

ity of gem mining. Others are

selling valuable timber
resources, while one company
is hoping to bund a golf course
and another is looking at the

possibility of turning an old

tea factory into a hotel All this

is heartening news for a sector

stifled for decades by the dead
weight of a top-heavy manage-
ment and bureaucracy that

often seemed hardly to care
whether the industry remained
solvent or not.

Turning the industry around
wifi, nevertheless he an uphill

task. Unacceptably high wages
are likely to remain a feature

for several years to come,
while labour agitation, in a
highly unionised sector has
already manifested itself in
several strikes against manage-
ment efforts to cut labour
costs. Above ail it is in tea

that Sri Lanka has the experi-

ence and expertise. But tea
prices seem so often to favour
the industrialised countries at

the expense of third world
producing nations.

Richard Cowper

The rapid expansion of the
textiles industry has trans-

formed the Sri Lankan econ-

omy. A few years ago, agricul-

tural produce - mainly tea.

rubber and coconuts - ac-

counted for the bulk of the

country's export earnings. In

1992, textiles accounted for 49
per cent of total export earn-
ings mfie up 70 per r*>nt

Of the Value Of lrigrmftichiring

exports.

But while the textiles indus-

try baa been at the forefront of

Sri Lanka's efforts to indus-

trialise its economy there are
considerable problems.

Sri Lanka has so far failed to

build up an industrial base to
service its textiles industry.

Almost all fabrics, plus many
other goods such as sips and

.

buttons, are imported. Imports
of textile goods last year were
worth more $600m

—

«wne

50 per cent of the value of total

textiles export earnings.

Textiles, particularly at the
lower, less value-added aid of

the business, is a notoriously

footloose industry. Sri Tjmka fa

deeply concerned about compe-
tition from lower cost produc-

ers. “We are watching the
emergence of Vietnam very
closely," said an official in the

Ministry of Handlooms and
Textiles. “With lower wage
rates, Vietnam end Bangladesh
could very quickly mount a
challenge to our industry."

At present the minimum
wage in Sri Lanka's textile

industry Is SLRs2.000 (about

840) a month.
Buoyed by the success of the

textiles industry, the late Presi-

dent Premadasa Inaugurated a

programme to encourage 200
textile enterprises to open far-

ther factories in rural areas.

Serious problems of unemploy-
ment in country areas would
thus be partly alleviated.

Those who set up factories
under the programme were
given considerable tax incen-

tives plus valuable allocations

of export quotas.

To date, officials say about
120 factories have opened up in

the countryside, although how
many of these are folly opera-

tional is not clear. The pro-
gramme’s contribution to the
overall health of the textiles

industry fa questionable.

Some manufacturers com-
plain that they now have to

waste considerable amounts of
fiwiA and money transporting

materials to and from renote
areas over often very badly
mnintetewt roads. Some manu-
facturers have opened factories

in country areas simply to gam
more quotas and take advan-
tage of the tax incentives
offered. They often still carry
out the bulk of production at
facilities near Colombo.
Industry analysts say the

quotas allocation under the 200
factories programme has not

Vietnam and Bangladesh
are not the only

countries which are
challenging Sri Lanka’s

textile industry

been properly supervised. This
has caused confusion over quo-
tas with Sri Lanka now produ-
cing more thaw its quota allo-

cation in some categories, less

than its allocation in others.

There is concern that uni mat

the system is reorganised Sri
i-antai could face difficulties in

upcoming quota negotiations.

Balanced against these prob-
lems, the short-term outlook
for the textiles industry still

seems bright. The industry is

beginning to attract some
Investments in more val-

ue-added products.
Progress Is also being made

in developing markets for non
quota goods such as skirts,

housecoats and nightwear.
“We have to move upmarket:
there is no alternative,” said
One nfBrJal

But for the moment, wages
remain the critical factor. Com-
petition at the lower end of the
textiles market is intense. In’
these recessionary times tex-

tile buyers are looking even
more closely at cost cutting.

Vietnam and Bangladesh are
not the only countries which
are challenging Sri Lanka’s
textile industry. A big US
buyer recently decided to stop
purchasing from suppliers in
Sri Lanka and go instead to the
Caribbean, where it could
import US-made fabric for fin-

ishing and re-export back to

the US.
“The next few years should

still see Industry growth,” said

cme big manufacturer. “But 1

would be far more cautious

about the long term.”

Kleran Cooke

M Company profile: Eskimo Fashions

Wages have changed only a little

ESKIMO Fashions is a hot and
dusty one-hour drive away
from Colombo. At its factory

in the middle of a coconut
plantation Eskimo produces
winter tights and gloves,

mostly destined for the Euro-

pean market, writes Kieran
Cooke.
Eskimo is fully ownedby tiie

Brgee group, one of Germany's
biggest textiles companies.
Production started in 1982:

Eskimo now produces about
18,000 pairs or tights and 6,000

pairs of gloves each day.

Mr Hermann Michael-Lohs,

Eskimo’s managing director,

says that Sri fanla still has
considerable labour cost
advantages. Wages for the fac-

tory’s 1,800 workers have
changed little in the past 10

years. “In 1982, the minimum
wage was SLRs520 a month
-now it is SLRs2,000. But in

D-Mark terms, because of the
devaluation of the rupee, the

wage is about the same."

But Mr Michael-Lohs says
that Sri Lanka's textile indus-

try is still very underdevel-
oped, with no industrial base.

“We import about 50 per cent
of our final product cost.

That's high compared to many
others -in some companies
Imported goods account for
more than 90 per cent of the

A strike in India’s textile

industry underlined the
need to maintain

considerable stocks

final cost Sri Lanka is still

mainly a textile producer and
not a manufacturer."
Eskimo imports its yarn

from India or Indonesia. Not
having a local supply of such
goods means that Eskimo
needs to keep more than two
months of ymteylfllg in stock

to ensure continuing produc-

tion. A recent strike in the

Indian textile industry under-
lined the need to maintain
considerable stocks of mate-
rial.

“That’s a Mg financial bur-
den and puts our costs up,"
says Mr Michael-Lohs. “We
also have to find storage

Some design work is carried

out in Sri Lanka and the work-
force has been quick to learn

new skills. But the more
sophisticated production is

still carried out at another
Eskimo factory In Malaysia.

“We have a good labour
force here, with good relations

between workers and manage-
ment,” says Mr Michael-Lohs.

“But we always have to keep a
watch on wages. The moment
they go up, we become uncom-
petitive. As a country tries to

industrialise, the textile indus-

try is always one of the pio-

neering industries. But It’s

also the first industry to move
on when costs start to rise."

An International Blend Of Financial
Knowledge With AUnique Local Flavour.

To succeed in a land of such

enormous potential as Sri Lanka.

and market knowledge. Colombo 1, Sri Lanka. Teh 94-1-

And as a principal member of 44659 1. Fax:94-I -448388;or

you need a bank with a thorough the HSBC Group, we offer the your nearest HongkongBank or

understanding of local market support of the Group's network of Midland Bonk office.

conditions - HongkongBank. over 3,000 offices worldwide.
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The industry has now become the country's UurcMargest official foreign exchange earner

TOURISM IN SRI LANKA

Year Arrives % increase Foreign exchange

earnings ($m)

1966 18.899 1.3

T07O 46,247 15.0 &6

1975 103204 21.4 22.4

1980 321.780 28.6 110.7

1882 407230 9.8 14A6

1885
'

257,456 18.9 BEL2

1989 184.732 1.1 76.0

1990 297.888 61.3 132.4

1991 317,703 6.7 156i>

1992 393£69 195 198.5

1992* 284,331 19

1993' 286,359 1

NoU'FfcN nlna months
Sources Cmyton TOuria float/

1

S UCH has been the
revival In Sri Lanka's
tourist industry that

enthusiastic hoteliers and
travel agents are now talking

of paradise regained.

After a decade of civil war
and unrest which saw tourist

arrivals fall to a miserable
185,000. the industry is on
course to exceed the figure of

•400AW for the first time since
violent ethnic riots left more
than 1,000 dead on the streets

of Colombo in 1983.

Few would deny that Sri
Lanka, with its palm trees and
beaches, old colonial hotels,

delightful tea plantations and
spectacular ancient Buddhist
cities, is the perfect winter des-

tination

TOURISM

Back on track after unrest
Last year, 393,669 people

thought just that - an extraor-
dinary increase of 24 per cent
on the previous year. The
industry has now become the
country’s third-largest official

foreign exchange earner.
After a decade of penny-

pinching. hoteliers are pulling

out their cheque books. The
government has approved the
construction of 35 new hotels
worth about SLRs6bn. One
thousand rooms are under con-

struction and 2,000 more are in

the pipeline.

There is still over-capacity in

Colombo's five-star hotels but
the days when they courted
shady Chinese gambling
tycoons to set up casinos in

their establishments because
occupancy was so low. seem
long gone.

Sri has commissioned
a tourism master plan from the
United Nations Development
Programme (UNDP) and the

THE THRUST
BEHIND SRI LANKA'S
EXPORT DRIVE

TTio sh« in emphasis » exports In Sri Lanka's development th/ust gives its market economy -
perhaps Asia's most fcenifised - an Incentive^tensive attraction tew other countries' rarTmatch.

In pursuit of Its accelerated export programme, the Sri Lanka Export Development Board - (he aoexexecutive organisation spearheading the drive - has upgraded Its role to one of aggressive promotion
and active assistance.

a SP**™? o# apedafeed services, including: providing in-depth market
aj^

0^U
^rV>r0duct and yPPMer-wrse); formulating programmes far buyervUiS; dispatching newitems; introducing new taippGers; provkSng general and spetine Information (including supplier profilesand supply capabffltiea); supporting and fotiowfng up on negofiadons.elc.

The scale and scope of the EDB*s services era matched only by the diversity of the
products they cover, including;

FOOD & BEVERAGES
* Tea * Coconut Products
* Fresh Vegetables
Fresh Fruits

* Processed Foods

SPICES
* Pepper Cinnamon
* Claves * Nutmeg
" Mace ‘ Essential Oils

AQUARIUM FISH
* Ornamental Fish

FISHERIES
* Shrimp & Seafoods

GEMS A JEWELLERY
* Diamonds & Coloured Gemstones
* SUvedGokl JeweSety
* Costume JeweOary

MINERALS
* Granite * Dhnortite
* Graphite SDca

MANUFACTURED ITEMS
* Garments * Handwovton Textiles
* Coir Fibre Twine/Mats & Matting
* Rubber Products Leather Products
* Footwear * Wooden Handcrafts
* Giftware, Craft & Utility Products
* Ceramics & Porcoiainware
* Boats & Yachts
* Light Engineering Products

SERVICES
* Printing * Computer Lapidary

JJSSwblh ^Sj
a
r*EuSte.

P3rtn^r °* b°m 10081 8uppB8r3 aBd overseas buyera in the promoifan m Sri Lankan

ear””
pm”" «- •» «*»=.

Pleaso kunfcsL. tree or obljptfion. M particUont ai bm Mowing
Produafe

.wNeti fcs&ra id particular Interns! u us.

Nanw
Offlctal DeoforurOore

.

Company Nama
Typed BusWmk

.

Address:

,

Tel No;

.

Sfonarura:

SRI LANKA
EXPORT DEVELOPMENT BOARD
115, Sir Cmitapnlam A. Gardiner
Mawatha, Colombo 2, Sri Lanka.

Tel: 0004-1-438512/5
Telex: 21457 EXDEV CE

Fax: 0094-1-438403

World Tourist Organisation
(WTO) for the years to 200L
MrEN.L. Lantra, director

of research and planning at the
Ceylon Tourist Board, says the
draft plan envisages total capi-

tal expenditure of about $400m
with a target of doubling tour-

ist arrivals to about 850.000 by
the year 200L
To achieve this, room capac-

ity will need to double to just
under 20,000 by the turn of the
century.

Foreign exchange earnings
are expected to increase from
just under 8200m a year now to

¥700m by the year 2001 at 1991

prices. Direct and indirect
employment in the industry is

forecast to grow from about

70.000 now to 136.000.

The plan calls on Colombo to

liberalise its air transport
arrangements to attract addi-

tional foreign airlines and
more charter operators.

Among many other recom-
mendations, it urges the gov-

ernment to take account of

environmental concerns, such
as sewage outlets, and to make
a special effort to ensure Col-

ombo is made more attractive.

Potential draws such as Galle
Face Green and Beira Lake
have been allowed to wither
dismally, to the consternation
of locals and foreigners alike.

There are two causes for con-

cern on the hoteliers’ horizon
in spite of all the optimism.

Few would deny that Sri Lanka, wfth fts pabn toes and beaches, is the perfect destination psc&ws*ah»fo^r

First, the world recession.

Tourist arrivals in the first

tiiriP months of the year were
up about 1 per cent on the

same period in 1992 but the

past three months have shown
a worrying decline of 10 per
cent
Tourists from the UK have

visited Sri Tanka in record
numbers but those from Ger-

many, Sri Lanka's biggest mar-
ket, have declined sharply, as

have those from France.

Second is the potentially

lethal effect of a deterioration

in the carefully-balanced secu-

rity equation.

For the past year, Tamil ter-

rorism has largely been con-

fined to the north of the coun-

try, out of bounds to tourists.

The number of foreign visitors

actually increased in May this

year despite the assassination-

in Colombo of the country's

president But a series of tad-

dents directly involving tour-

ists could undermine overnight

all the hard work and invest-

ment

Profile: Galle Face Hotel

Putting the glitz on faded grandeur
THE press release reads like an
obituary for Asia's most vener-
able and charming hotel,
writes Richard Cowper. The
new management has “proven
experience in developing inter-

active tourism concepts. . . and
has received international
attention for the successful
conceptualisation, restoration
and redebut of the Raffles

Hotel in Singapore,” it says.

Upmarket Disney has come
to Colombo's Galle Face Hotel.

To the consternation of hotel
cognoscenti the world over, Mr
Cyril Gardiner, one of Asia’s
most Idiosyncratic and much-
loved hoteliers, has signed
away day-to-day management
of the hotel that has been his

passion for 33 years.

In August. Mr Gardiner, a
wealthy patrician businessman
who bought the Galle Face in

1960 after his GM car business
was wiped out by a complete
government ban on passenger

cars, signed a deal with DBS
Land, the Singaporean govern-
ment-backed company, which
owns the Raffles HoteL

In return for $7m investment
in the Galle. Face, DBS Land
has gained a 25 per cent share
of a new joint venture which
has been granted a 99-year
lease on the hotel and sur-
rounding land. The Raffles has
been given a 30-year contract
to manage the hotel.

For those who like then-
hotels well-packaged and easy
to assimilate the glitzy Raffles
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Fax 071 873 3062
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treatment is likely to prove
attractive.

But for those who seek an
escape from theme hotels with
lobby chandeliers and obsequi-
ous staff who say. “Have a nice
day, sir” and for those who
found Mr Gardiner's stately
pile on the Indian Ocean near
the top of their Est, the new
Galle Face may prove a disap-
pointment
Many formed a deep attach-

ment to the faded grandeur of
a hotel that outdoes the Taj in

Bombay for architectural
splendour and the Eastern and
Oriental in Penang for dra-
matic seafront views.
Even the most committed of

those who have stayed at the
three-storey hotel - opened in

1864 next to Galle Face Green
facing the Indian Ocean
- would agree that it needs
investment
The grandest ballroom in

Asia outside Shanghai does not
hide the fact that the hotel's

roof is in need of replacement.
A complete overhaul of the air

conditioning; electrics, plumb-

ing and phone system is neces-
sary, while one virtually unu-
seable wing needs complete
renovation.

But despite all this the hotel
works and the high-ceilinged
rooms, with ancient barefoot
waiters serving stengahs on a
terrace the length of two
cricket pitches, gives the place
a unique magic.-
The fear is that the Raffles

management, with its driving

commercial imperative, and
coming from a city where
money is king, may end up
creating a highly expensive
birthday cake out of one
that has evolved in a stately

fashion over the past 129 years.

Mr Gardiner, a man who
gave discounts for non-smok-
ers. never sacked an employee
and for decades refused to
countenance a shop in the con-
fines of the 70-roomed hotel
because it would smack of
commercialism, may yet live
to rue the day he made the
deaL
Or perhaps he is more canny

than we can know. With a

Dickensian passion for

accounts he has never bor-

rowed and last year made prof-

its of SLRsi9m_ At 71 he no
longer has the energy he once
had and, as he Hiwia»lf says: “I

have to safeguard the Galle
Face into the next century.
The place needs renovation,
and investment, but not too
much investment.”
His deal with DBS ensures

that his staff are employed
until retirement that he still

retains a controlling share of
the joint venture companies'
equity, and he still retains ulti-

mate sanction over all physical
alterations.

In the first development
phase, over the next 12
months, DBS plans to spend
most of its $7m on training
staff in Singapore, refurbishing
existing rooms, restoring the
south wing, adding four new
restaurants and a shop, a busi-
ness centre and a health club.
But in the next phase there

seems certain to be as many as
a dozen new shops and there is
already talk of an extension,
one of the very reasons some
believe that the Raffles lost its

ambience in an attempt to cap-
ture the hordes of tourists who
pass through Singapore on
package tours.

The Raffles in Singapore had
1-5™ visitors last year -about
four times Sri Lanka’s total
tourist population. Mr Gar-
diner never liked his hotel too
full.

THE SPIRIT OF

In the last hundred years, the spirit of enterprise has
taken us to the far comers of the globe and helped us

establish an International business network.

In the process we have also earned a reputation for
excellence, through a diverse range of products
offered through our parent company and five

subsidiary/assodate companies. We are engaged in:

a Export - rubber, desiccated coconut and spices.

Manufacture and export of quality footwear.

Importandwholesale distribution ofsugar, rice and
industrial products.

Agriculture and agro-processing.

C.W. MACKIE & CO. LTD.
3d, D.R. Wljewardena Mawatha,

P.O. Box 89, Colombo 10, 5ri Lanka.
Tel: 423554-63, Fax : 440228

Telex : 21209 MACKIES CE, 22497 CEYMAC CL

BANQUE INDOSUEZ

A LEADING INTERNATIONAL BANK
With a longstanding tradition in Asia, dating back
over a hundred years, Banque Indosuez is one of the
leading international merchant and commercial
banks.

Established in Sri Lanka since 1979, Banque Indosuez
provides excellent banking opportunities to Asian
partners thanks to its strong and diversified network
in over 20 countries in Asia and over 65 countries
spanning the world.

LANKA MINERAL SANDS LIMITED
Lanka Mineral Sands Ltd. which enjoys several

competitive advantages, seeks joint foreign
collaboration for production and marketing of
llmenite, Ruttile, Zircon and Monazite.

1 67, Sri Wipulasena Mawatha.

Colombo 10, Sri Lanka.

Tet 694631/2. Fax: 94 1 699132, Telex: 21174 SANDSCO CE

BANQUE INDOSUEZ
HEAD OFFICE : 96, BOULEVARD HAUSSMANN 0- 75006 PARIS
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Recession persists and the remnants of
market protectionism and government
controls are still in evidence: Hnwm/gr tha

Balladur administration^ recently launched
privatisation programme could, If it rs

successful, propei the sector into a new era
of modernisation, writes Alice Rawsthom

Strains start
to ease
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WHEN Edmond Alphand&ry,
the French economy minister,
this month announced that
more than 5L8m private inves-
tors had applied for shares in
Banque Nationale de Paris
(BNP), he knew that the first
phase of the French govern-
ment’s privatisation pro-
gramme had been a success.
The success of the privatisa-

tions is critical not only to the
credibility of Mr Alphandfrry
and the rest of the Balladur
administration, bat to the
future of the French financial
system.
The last privatisation drive,

launched In the mid-1960s
when Edouard Balladur was
economy minister, mnrfcwT the
start of the modernisation of
France's financial sector by
loosening its old links with the
state and heralding a new
wave of market deregulation.
International investment has

since flooded Into France.
Many of the leading players in

French finance have expanded
their activities- into other coon-
tries . Yet the path towards
modernisation has been
impeded by lingering anachro-
nisms from the old era of mar-
ket protectionism and govern-
ment controls. Although the
humiliating spectacle of the
Balladur government’s climb-
down in the Air France dispute
has raised serious doubts
among international investors

about the strength of its com-
mitment to liberalising indus-

trial policy, in theory the new
privatisation ..

:
programme

should be the catalyst for com-
pleting the process that Mr
Balladur begin.

Despite the Air France deba-

.

cle, the Balladur privatisa-

tions, which could include the
sales of the Credit Lyonnais

banking group and three insur-
ance groups, Union des Assur-
ances de Paris (UAP), Assur-
ances GCndrales de France
(AGP) and Groupe GAN, as
well as that of BNP, could
scarcely have been better
timed.

The French economy is still

in recession, bat seems to have
stabilised. Although no sign of
industrial investment respond-
ing to lower interest rates has
yet emerged and consumer
confidence is depressed by the
continuing rise in unemploy-
ment, the consensus among
economists is that France will

return to growth next year.

“There is no evidence yet at

a general economic recovery,"

said Michel Albert, chaiiman
of AGF. “We’re still in a state

of stagnation, but there are
some positive signs.”

It was this promise of recov-

ery that secured the success of
the BNP issue. BNP, Hke the
other leading French banks,
has had a hard tfm» over the
past two years. The credit mar-
ket has been static fin- the first

time since the second world
war and the hanks have been
forced to make hefty provi-

sions because of the rise in
business failures" and the ad-
lapse of the commercial prop-

erty market
Afl the French banks have

suffered but by far the most
vulnerable has been .Credit

Lyonnais , which last year
crashed into the red because of
its exposure to a string of cor-

porate horror stories, .from the
late; Robert' Maxwell media
empire to MGM, the troubled

Hollywood movie studio. .

. The hanks are still under
strain, but most analysts sus-

pect the worst is over - even
for Credit Lyonnais. TradingIs

Tho mimstiy of economy and finance at Bwcy, Paris: the entire financial system should benefit tram the impact of privatisation on the Paris stockmariwt

now more stable, as is the
property market and

,
although

the hanks may have to make
more provisions on small cor-

porate loans, they do at least

have breathing space to tackle

internal issues such as cost

cutting and productivity
improvements.
“Our performance at the

moment Is still influenced by
the economic situation,” said
Michel Pfebereau, chairman of

BNP. “The economy will even-
tually recover and In the mean-
time we must concentrate on
becoming more efficient and
on controlling costs.”

-Ths insurance industry is in

a similar predicament, albeit

Cor different reasons. The main
difficulties for the French
insurers were intense competi-
tion from the . banks and spe-

cialist mutuels groups in the
buoyant life insurance busi-

ness and a steep increase in

claims in the less resilient

damage sector. They have also

been affected by falling com-
mercial property prices, which
meant they could no longer
compensate for their trading

problems with lucrative real

estate deals.

Those pressures are now eas-

ing. Commercial property is

stffl in the doldrums but the
insurers, like the banks, are
starting to benefit from recent

cost cutting and technology
initiatives. Life insurance
remains competitive, hut the
growth of the mutuels seems to

have peaked and the market
has continued to grow in spite

of the recession. Signs of

improvement are also appear-

ing In the damage sector,

where companies have count-
ered the rise in claims by
increasing premiums. Francois

Heilbronner, chairman of
GAN, expects the industry
next year to come out of the

red in damage insurance.

As a result UAP, AGF, GAN
and eventually Credit Lyon-
nais should be able to present

investors with convincing
recovery stories when their pri-

vatisations get under way.
They should also benefit, as
did BNP, from the high level of

interest in French equities on
the part of international inves-

tors. The Balladur privatisa-

tions have come at a time
when US and Japanese inves-

tors are keen to take advan-
tage of their strong currencies

and the US mutual fluids are
In the process of international-

ising their portfolios.

The level of interest among
the French public is also high,

as illustrated by the BNP issue.

Mr Balladur plans to use the
privatisation drive to boost
share ownership in France,
last summer’s ingenious ‘Bal-

ladur bond’ and the decision to

price BNP’s shares so cheaply
are just two of the tactics he
has employed. Further, as
Interest rates tell, equities

AtHa/Mmoed

Should seem even more attrac-

tive to the public against the

dwindling returns on bonds
and cash savings schemes.

The companies themselves
all appear to welcome the pros-

pect of privatisation. “Privati-

sation won’t be a revolutionary

process for us.” said Mr Albert

of AGF. “Don't forget we were
a private company for many
years before wb were national-

ised in 1946. We've also been
preparing to be re-privatised

since 1186 and if it had not
been for the 1987 stockmarket

crash we’d have been sold off

six years ago. We’ve already
changed the culture of the
company by making sure that
all our employees realise that

profitability is our goal."

Yet privatisation will herald
some changes. The most obvi-
ous differences will be that the
government will no longer be
able to hire - and Are - senior

executives, and that the com-
panies themselves should have
more flexibility to raise capital

by Issuing new shares. The
banks may also have more
freedom to determine their
own policies on interest rates

and investment.
Moreover, the entire finan-

cial system should benefit from
the impact of privatisation on
the Paris stockmarket. One of
the market's main problems
has been a lack of liquidity,

caused by a shortage of equity

and investment Privatisation

will provide an instant, if par-

tial solution by releasing up to

FFr45bn (£5-24bn) of new
shares on to the Paris market
this year and at least FFrS5bn
next year. It should also help

to address the investment
issue by hanging new capital

from international institutions

and the French public into
equities.

The next landmark for the

French financial sector after

privatisation will be pension
reform, which will not only
provide a profitable source of

new business for the hanks
and insurers but should also

include the creation of private

pension funds.

Pension reform is still at a
preliminary stage. Mr Balladur
only recently asked Mr
Alphandftry to create a work-
ing party to examine the
options for the future. It will

be years before the French pen-

sion funds can achieve the size

and stature of the established

tends in the US and the UK.
Yet the formation of fledg-

ling pension funds is at least a
step in the right direction. In

the long term, the growth of

such institutions should
ensure that the Paris markets
have the support of the type of

powerful independent inves-

tors that already underpin the
markets in London and New
York thereby helping to com-
plete the modernisation of the

French financial system.

A more dynamic strategy is needed to set the country on its feet again

Changing economic tune

The surest way to get official data

on the French economy and Treasury securities

f
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WHEN Edouard Balladur this spring

moved into his opulent new offices at the

H6tel de Matignon, the French prime min-

ister's residence, one word cropped up

again and again in his speeches - auster-

ity.

Austerity, said Mr Balladur, was the

only way that the government could

regain control of the French economy and

haul it out of recession; He has since

changed his tune. Mr Balladur now
accepts that he has to adopt a more
dynamic strategy if he is to succeed in

revitalising the economy - and stemming

the rising tide of unemployment - before

his centre-right coalition comes up for re-

election in spring 1995.

The Balladur government has since

unveiled a series of reflatUmary- measures.

- a public works programme, income tax

cuts and employment reform - in a des-

perate attempt to end the recession. The
critical question, with little more

.

than a

year to go before the 1995 elections. Is

whether his efforts will be enough-

Mr Balladur has a tough task on his

hands. France took ter longer to slip into

recession than most of Its competitors.

The economy continued to grow, albeit at

a slackening pace, until the final quarter

of last year. It has since stayed stubbornly

In recession. - squeezed by high, real inter-

est rates and a strong currency - with a

hefty budget deficit and escalating unem-

ployment '
.

•
.

Interest rates have fallen steadily since

the centre-right took power in late March.

The franc has also weakened after the

ERM crisis in early August when France,

like its fellow European.Community mem-

ber states, was forced to widen its ERM
trading bands from per cent to 15 pear

cent. - .

'

Yet so far there has been little improve-

ment in France’s economic performance.

The problems of its trading partners, nota-

bly Germany, have undermined corporate

confidence. The industrial output index

stabilised over the summer, having fallen

by an average of U9 per cent in the first

Quarter and 0A per cent in the second. But

a recent report by SocittejMnt&rale

described the “apparent stability" as “ray

^Unemployment levelled this summer

with the number of people out of work

rising in August by just AOOO to &22m, or

1L7 per cent of the workforce^ compared

with average monthly job losses of 30,000

during the spring. Bat the rate of job

losses is expected to accelerate in. the

autumn. OFCE, the economic institute,

ernects the unemployment total to reach

3 4m, or 12-4 per cent erf the workforce, by

the end of the year.
'

' '
‘

As a result consumer confidence has.

remained weak with an inevitable, effect

-.*Vf -Vr. -I*

Edouard Balladur: taiAng Franc* out of recession wtt be a tough task

on expenditure. Consumer spending has
also been depressed by the high rate of

real interest rates, whereby inflation is

significantly lower than base rates, in

spite of the recent round of rate reduc-

tions, making it more attractive for the

French to save, rather than spend their

money.
The personal savings ratio, which fell to

an average of 10.9 per cent-in the boom
year of 1987, rose to 12A per cent last year

and now hovers well above 13 per cent,

according to Sodite G€n6ralfi.

The Balladur government is trying to

reverse the trend. Michel Giraud, employ-

ment minister, this summer launched a
series of reforms intended to relax

France’s notoriously strict employment
laws. These included making the 39-hour

working week more flexible and waiving

employers’ social security contributions

for the first three new workers they hire.

Nicolas Sarkozy, budget minister, this

autumn Joined the fray by including in his

1994 budget plan FFr19bn of tax cuts,

directed principally at the middle classes,

and fiscal reforms aimed at shifting.

French savings towards housing and can-

Most economists, and even Mr. Balia-

.

{Juris own back benchers, doubt that these

will be adequate. But the French govern-

ment has little room for manoeuvre. One.

important constraint is the budget deficit,

whkb limits the scope for public sector

spenfflngL Mr Sarkozy’s official nthnates

suggest that the .
deficit win reach

FRfSTTbn this year. Private sector econo-

mists expect the final tally to be higher.

Meanwhile the government’s ability to

reduce Interest rates is inhibited by the.

need to protect the franc. The French cur-

rency has remained relatively robust since
the ERM crisis, buoyed by the Bank of
France’s cautious rate reductions. This
policy seems set to continue given that the

French authorities are not only anxious
about the risk of endangering the franc,

but are also keen for the central bank to

rebuild its reserves after the ERM crisis

and to repay its debts to Germany’s Bund-
esbank. It wni be able to accomplish both
tasks more easily if the franc stays strong
against the D-Mark.
As a result France's economic prospects

are pedestrian, at best Mr Sarkozy hopes
to reduce the budget deficit to FFr300bn
next year,, thanks to FFr55bn of privatisa-

tion proceeds and an anticipated increase
in French exports which, he expects, to
fuel real growth in gross domestic product
of L4 per cent

•
. Other observers are less optimistic.
Jean-Franpois Mercier, chief French econo-
mist at Salomon Brothers, suspects that
the economic difficulties elsewhere In

- Europe, notably in Germany, will impede
France’s export growth and that domestic
demand will remain depressed. He predicts
significantly slower growth in GDP of 05
percentage points for France in 1994 witha
deficit of FFx350bn to FFr360bn.
The OFCE agrees. It is braced for even

lower GDP growth .df 0.3 percentage points
next year with unemployment rising to
8.7m, or 1R6 per cent of the workforce by

- the end of 1994. Jean-Paid Fltoussi, head of

the OFCE, described Mr BaSaduris infla-

tionary measures as steps in the right

direction. But he holds out little hope of
seeing the French dole queues shortening
before the nest elections.
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The banking industry is looking forward to a year of recovery in 1995

The clouds begin to lift
NOW that the dust has settled

after the successful privatisa-

tion of Banque Nationale de
Paris (BNP), the talking point

in French banking circles has
moved back to that old favour-

ite, Credit Lyonnais, and to

how much longer Jean-Yves
Haberer can cling on to the
chairmanship.

Mr Haberer has already
hinted that he is on his way
out. He recently confirmed that

he was considering the offer of
another public sector post
which is rumoured to be the

chairmanship oF Credit
National

The favourite candidate to

succeed him at Credit Lyon-
nais is Jean Peyrelevade, now
head oF Union des Assurances
cte Paris (UAP), the largest
French insurance group.
The choice oF Mr Peyrele-

vade looks suspiciously like a
calculated piece oF political

spite on the part of the centre-

right Bahadur government. Mr
Peyrelevade was a socialist

appointee, but he is far too

Influential in French financial

circles for the government to

fire him.

The chairmanship of one of

France's biggest and most
glamorous banks is too presti-

gious a position to be refused,

but it also involves the unenvi-

able task of tackling Credit

Lyonnais' financial problems
and hauling the bank back into

the black.

Luckily for Mr Peyrelevade.

or for whoever else takes the

helm, the worst may well be
over for Credit Lyonnais and
its fellow French banks. The
French banking industry has
had a tough two years due to

the painful combination of a
sluggish credit market and the

need to make hefty provisions

on falling property values and
sour corporate loans.

The clouds are now lilting.

The French economy is still in

recession, the credit market
has yet to respond to the

recent reductions in interest

rates and the corporate sector

remains under intense pres-

sure. But the situation has sta-

bilised and recovery is now in

sight.

“I feel that we're at the bot-

tom of the economic cycle,"

said Michel Pebereau, chair-

man of BNP. “Our small corpo-

rate clients are less pessimistic

Leading revival will be
a reduction in the high

level of provisions

and there has been a slight

improvement in the residential

property market. The economy
ought to recover progressively

from early next year."

The revival of the hanking
sector is likely to lag a little

behind the rest of the econ-

omy. One catalyst for its recov-

ery will be an upturn in
demand for credit, which
should start to improve against

the backdrop of the Balladur
govemment's steady reduc-
tions in interest rates. How-
ever the trauma of the reces-

sion, the first in France since
the mid-1970s oil shocks, is

likely to make companies cau-
tious about borrowing money.
Consumers are in a similar

state and are likely to remain
nervous for as long as the toll

of job losses continues to rise.

“ft will take time for confi-

dence to recover both in the
corporate sector and among

consumers,” said Sheila Gar-

rard, European banking ana-

lyst at Lehman Brothers in

London. “There is usually a

time lag between the end of a

recession and a banking recov-

ery. But this recession seemed

to hit the French banks very

fast, so they may well recover

quickly."

The speed of the banks’
recovery could be checked by

the constant threat of fresh

competition from the French
post office and other financial

services groups, notably the

insurers. Conversely the banks

should soon benefit from the

impact of the productivity pro-

gammes implemented In the

early 1990s, when they shed
staff and invested in new tech-

nology.

However the main trigger for

the banks’ revival will be a
reduction in the high level of

provisions they have had to

make in recent years. Almost
all the banks faced heavy
writedowns in 1992 because of

the downturn in the commer-
cial property market and the

steep increase in business fail-

ures among smaller corporate

clients.

Credit Lyonnais, which went
into the red last year, has also

been burdened by its exposure
to a string of corporate catas-

trophes such as the Maxwell
media empire and MGM, the

stricken Hollywood film studio.

The property market has sta-

bilised this year. But the rate

of business failures is still

frighteningly high. Some
banks, including BNP and
Paribas, have also faced write-

downs on sovereign loans,
although the provisioning
problem was mitigated in the

first half because of the banks '

The French Banks

(FFr million}

Net banking
Income

General

loss

Net

provisions

Net
profits

1991 1992 1991 1992 1991 1992 1991 1982

Credit Agricota 57.5 62.3 35.3 36.7 14 16.5 4.9 5.2

Credit Lyonnais 45.3 49 33 36 9.6 14.7 32 -1.8

BNP 37.9 39.9 27 28.1 8 8.3 2.9 2.1
SocJ6te General 35.3 36.4 24.8 25.7 5.4 6 3.4 3.3
CIC* 17.1 13 12.8 13 3 4.9 0.7 0.1

Banques Popufalres 16.5 17.7 )2-8 13.1 2 3 1.6 12
Credit mutual 15.1 16.7 11 11.7 1.5 2 1.3 1.5
Banque Indosuez** 10.9 11.3 8.1 7.9 1.5 3.5 0.8 0.1
Banque Paribas 10.5 10.4 &3 6.5 52. 1.9 -1.7 0.8
CCF 7.6 7.8 5.2 5.1 1.1 1.3 0.9 0.97

Tan ofOoim GAN. 'Van^Suer Souse : La Ucnae

windfall trading profits on cur-

rency and equities.

Ms Garrard of Lehman
Brothers expects the level of

provisions to stabilise next

year and to return to “a more

normal level" next year.

"Investors have already writ-

ten off 1993 for the French
hanks and, according to recent

chairmen's statements, we can
expect more of the same in

1994," she said. "But everyone

expects 1995 to be a year of

recovery."

Meanwhile the banks are

adopting a restrained approach
on the strategic front. Even
Credit Lyonnais, which pur-
sued an aggressive policy of

lending and international
expansion under Mr Haberer in

the late 1980s, sees the mid-
1990s as a period for consolida-

tion.

The neiw chairman’s top pri-

orities will be to stabilise the

group and repair its balance
sheet so that it is in a suitable

state for privatisation.

Marc Vignot. chairman of
Soctete Gfinfirale, has made it

clear that although he might
expand the group's industrial

banking activities, he favours
caution on the international
front.

Paribas is still licking its

wounds by cutting costs and
slowly priming out peripheral

interests after the trauma of its

first-ever loss in 1991.

Meanwhile Mr Pebereau sees
his strategy at BNP as evolu-
tionary, rather than revolu-
tionary. His international
plans centre on developing
BNP’s partnership with Dresd-
ner Bank of Germany. After
BNP’s privatisation the two
banks have been awaiting the
European Commission's
approval before finalising the
terms of their proposed share
swap.

,

They may then, according to

Mr Pfebereau. consider linking
up with other European banks,
albeit on a commercial basis,

not through equity exchanges.
“We just couldn't go out and

buy a bank in each country
within the European Commu-
nity. it would be too costly and
complicated,'' he said. “The
Dresdner agreement enables us
to expand within Europe with-

out getting involved with dan-
gerous and expensive invest-

ments.”

Beat
The French
At Their

Own Game.
And not just the French. In terms ofpremiums traded

,
the CAC 40 index

options* retain their position in the top four index options worldwide.

This means one thing. Whatever kind of international investor you
happen to be, whether a small company or large institution , now is the

time to make your move to Europe's number one index option. With

nearly FF 21.8 billion of premiums exchanged in 1992, MONEP
continues toproduce excellentopportunities.Farmore than just a safe bet.

* PAY andPXL contract specifications: Underlying asset: CAC 40 index. Six: FFr200 x index (PXlJ/FFdO x index

rPXU. Type: American (PXl)lEuropetut (PXL). MONEP also lists 27 equity options on ike most
attractive French companies. SCMC I MONEP. 39 rue Cambon. 75001 Paris. France. Tel: (33.1) 4927.181)0.
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Credit Lyonnais’ headquarters in Parts after a tough two years, the worst may well be over for banking industry

Insurers aim to exploit two new areas - pensions and health insurance

Consolidating operations
CLINCHING a deal is almost

always important to any
self-respecting company chair-

man, but Jean Peyrelevade,

chairman of Union des Assur-

ances de Paris (UAP) was par-

ticularly relieved to conclude

his company's recent agree-

ment with Suez, the French
holding company.
Mr Peyrelevade had for more

than four years been trying to

persuade Suez to cede its con-

trolling interest in Colonia, the

second largest German insurer,

to UAP. This autumn he
became even more anxious to

reach an agreement before
UAP's forthcoming privatisa-

tion in the face of fierce specu-

lation about his own possible

move to become chairman of

Credit Lyonnais.

The main obstacle to UAP’s
ambitions was G4rard Worms,
his opposite number at Suez
who had worked for Mr Peyre-
levade in the mid-1980s when
the latter was chairman of

Suez. Whenever UAP and Suez
had come close to agreeing a
deal in their four years of
talks, Mr Worms had hung out
for more cash. But Suez has in
the past year come under
intense financial pressure and
Mr Peyrelevade seized his
chance.

UAP now owns a controlling

stake in Colonia and as a
result has leapt up the insur-

ance industry league table to

become the second largest

insurer in Europe after Ger-
many's powerful Allianz group.
Mr Peyrelevade has made no
secret of the fact that UAP’s
next objective will be to oust

Allianz from the top slot.

The triumph of the Colonia
deal marked a turning point,

not only for UAP, but for the

rest of the FFr672bn French
insurance industry.

France's insurers had a
tough time in the early 1990s.

The Big Four insurance compa-
nies - UAP, Axa, Assurances
Gdndrales de Paris (AGF) and
Groupe GAN - all suffered
falls in profits last year
because of the parallel prob-

lems of the depressed insur-
ance market and the effect of

the recession on their property
portfolios.

Yet the industry is now edg-

ing towards recovery. The
worst affected area of the
insurance market, the damage
sector, is showing signs of

improvement The life business
is in a position to benefit from
the expansion of two new prod-
uct areas - private pensions
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Net profits of Big Four insurers fan (FFr billion)

1990 1991 1992

UAP 42 3.8 1.1

AXA 32 2.4 1.5

AGF 2.7 2.7 1.5

GAN 2.4 2.3 0.4

Sourco: company accxxjntt

and health policies.

Meanwhile the three state-

controlled insurers - UAP,
AGF and GAN - are all prepar-

ing for sale to the private sec-

tor as part of the Bahadur gov-

ernment’s privatisation
programme.
The condition of the French

insurance industry differs

widely from sector to sector.

Demand for life insurance has

Turnover of all

French insurers

Year FFr ballon

1987 348
1988 412
1989 494
1990 534
1991 596
1992 672

&9ttfG8f/73M I

continued to grow throughout
the recession as the nervous
French have put their spare
cash into long term savings
schemes.
At the same time the expp.-

sion of the mutuels, the special-

ist financial services compa-
nies that grew rapidly in the
1980s, has been checked.

“The life insurance market is

still buoyant." said Michel
Albert, chairman of AGF. “But
the banks have taken most of

the growth, rather than the
traditional insurers, and profit-

ability is depressed because of
the level of competition and
reductions in interest rates."

These pressures seem likely

to intensify for the foreseeable
future, but the insurers do
hope to exploit two new

growth areas - private pen-

sions, following the forthcom-

ing reform of the state pension

system, and private health
insurance, as the government
progressively reduces its con-

tribution to the cost of medical
care.

Meanwhile the damage
insurance market which was
hammered by the recession, is

now improving. The insurers

have sustained heavy losses in

this sector, partly because of

escalating commercial claims
and partly because of a steep
increase in car thefts.

Until recently these difficul-

ties were aggravated by the
insurers’ reluctance to risk los-

ing business by raising premi-
ums. However premiums have
since risen thereby lessening
the pressure on profitability.

“Most companies, including
GAN, have been raising premi-
ums," said Frangois Heilbron-
ner, chairman of GAN. “The
industry as a whole still isn’t

technically profitable in dam-
age insurance, but most com-
panies should break even next
year”
However, the insurers face a

long wait before they can hope
to augment the profits from
their insurance interests with
the proceeds of properly dis-

posals as they did in the late

1980s.

Many companies last year
had to make hefty provisions
cm their losses in the property
market (generally sustained by
banking subsidiaries). The
properly market has since sta-

bilised, and signs of recovery
are beginning to appear in the
residential sector, but there is

still little scope for lucrative

property deals.

As a result the big French

insurers see the mid-1990s as a

period of consolidation. The
emphasis of their domestic

operations is to improve pro-

ductivity by cutting costs.

Some companies, notably AGF, -.

have invested heavily in staff

training and information tech-

nology to streamline their dis-

tribution networks. Others,

such as Axa. have expert-

'

mented with new techniques,

such as direct marketing,
which could eventually create

a cheaper distribution system.

The French insurers are also

consolidating their interna-

tional operations. Mr Peyrele-

vade has said that the Colonia

deal will be UAP’s last big
acquisition for some time,

although the group is continu-

ing talks to try to expand its

UK business.

Similarly AGF. having suc-

ceeded in acquiring a 33.5 per
cent stake in Germany's AMB,
envisages a more cautious
approach to expansion. Mr
Albert said it was time for the
group to “consolidate our inter-

national operations by improv-
ing their profitability”. He also
said he hoped that privatisa-

tion would provide an opportu-

nity to cement AGF’s new net-

work by enabling its new
partners to buy its shares as
noyaux durs. or “hard core”
Investors.

Moreover Mr Albert is con-
vinced that the network of
strategic stakes and cross-
shareholdings amassed by AGF
and UAP will be the blueprint
for European insurers in the
1990s.

“The AGF of the future will
look like a federation, rather
than an empire." he said.
“There are synergies to be
found in information technol-
ogy, reinsurance and risk con-
trol. But the European insur-
ance markets are too different
to create huge, centralised
groups.”

A COMPETITIVE
AND PRO-BUSINESS ENVIRONMENT

Front* is one of the most attractive countries in the world
for International investment. International direct investment
[IDO inflows have quadrupled In the past decade: from L>S $4
folium in I9S7 to US $16 follion in 1992

,
taking France to the

top of the C5 leaguefor Inwardforeign direct Investment growth.

A sound and solid platform for investment
More than 8,000 foreign companies have invested in France
4.000 have set up manufacturing facilities and 400 carry out
research activities. This shows the growing interest of
International investorsfor France.

J

A pro-business environment
France has one of Fjirope’s most liberal regulatory environ-
ments far International investment. Corporate taxes have
forn lowered progressively from 50% to 33.5% in the past
eight years. Value added tax (VAT) has declined

(
for rtanUf

from 33J% to 16.6% on automobiles since fate 1992).
T
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Competitive labour costs and productivity
Labour productivity in French manufacturing g.

raff 5% a year over the past ten years. A 1991 ....
survey shows that productivity in France is the second highest
In the world after the United States. ®

International Jims play a major rule (a the French
economy

ifinvestments and 30% of exports.
1 ‘

Investment in France is profitable
“The Economist- wrote in February 1993 : -Where would
investors have aijoved the best returns on their money over the^t ten years? ME ANSWER FRENCH tOL/mES-
Sla) invested in French shares at the start of I9&3 wouldhave b«n worth $902 at the end or 1992. in nal <£Lb
lerms Frenchequuies yielded an annual average return ofno less than 20% over the ten yean”.

¥ ml°r Frnch companies
including banks [BN?!

, Crfdit Lyonnais). insuranucam’-
panles tUAP, GAN, AGF) arid industrial firms (ElfRenault, TowL Rhdne-Ptmlenc. offers nL busing
opportunities to international Investors.
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CAC Hnaaee companfa^

ANTONS who read the recent
round of interim statements
from the beads of large French
companies could be forgiven
for thinking that corporate
France was in a sorry state.
The French economy is «hii

in recession. There is no sign
of an upturn in domestic
demand and the franc is too
strong to trigger an increase
in exports. The companies
quoted on the CAC-40 Index
are now nearing the end of
their fourth successive year of
oamingB decline.
- Yet the ftiQ picture is not
qtrite as grim as the interim
statements suggest Analysts
have already written off 1993
as yet another year of

The corporate sector is

now in a positive cash
position for the first time
in decades, according

to the Bank of France

depressed earnings, but they
expect 1994 to marie die start

of the recovery. Moreover cor-

porate France is In sound
financial shape. The corporate

sector is now in a positive

cash position fin* die first time
in rfpnadwg, according to the

Bank of France.

These positive signs have
sent the CAC-40 Index soaring
for much of this year. Foreign
Investors, particularly the US
and US institutions, have
poured new capital into
France. A number of French
companies, notably the Axa
insurance group and Schnei-

der electrical engineering con-

cern, have taken advantage of

their strong share prices by
staging capital-raising exer-

cises.

The sepia-tinted analysis of

the French corporate sector

should not be overstated.

Many companies are still

under intense financial pres-

sure.

The domestic market has
been sluggish for some 'time

but untfl last autumn, French

industry did at least have the

consolation of strong export

growth, tbanka to the combi-

nation of years oflow inflatiod

and a competitive currency.

Last antumn's currency cri-

sis put a stop to that The
franc’s relative strength since

September 1993 has not only

reduced reported profits from

international subsidiaries but

has dealt a devastating blow

to sales of French products in

weaker currency countries

such as the UK, Spain and

Italy.

The export squeeze is one or

the main difficulties facing

LVMH, the luxury goods

group, which recently issued a
profits wanting for the foil

year after announcing a fall in

first half profits. Peugeot, the

car maker, blamed adverse

exchange rates for its first half

losses, as did BQchelin, the

tyre group. Renault, the other

major French motor company,

saw its recovery checked by a

steep fall in interim net prof-

ifc

The picture is equally Weak
on the domestic front. Con-

sumer spending Is still stub-

bornly static. There is also no

sign of an Increase in indns-
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FRENCH FINANCE AND INVESTMENT 3

It is hoped that the stockmarket will benefit from privatisation with an increase in equity investment

Rekindling the public’s interest
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THE CORPORATE SECTOR

Less grim than
signs suggest

trial investment, partly
because French companies are
continuing to bask in the ben-
efits of their heavy investment
in the late 1980s and partly
because the depressed state of
demand leaves them with little

incentive to increase capacity.

A number of retail groups,
including Pinault-Printemps
and BHV, have recently
announced reduced interim
profits. The banking and
insurance groups are still

being forced to make steep
provisions because of the prop-
erty crisis and the alarming
rate of small company fail-

ures. Cr6dit Lyonnais, the
most vulnerable of the big
banks, recently reported a
FFrlbn interim net loss.

Unsurprisingly, the toll of
job losses has continued. The
number of people ant of work
has risen by more than 20(M)00
since the start of this year to
reach over Sibn, or 11.7 per
cent of the workforce. A num-
ber of large groups have accel-

erated their rationalisation
drives, including Air France
and Xichelin. LVMH is

embroiled in an ugly battle

with the champagne trade
radons over its plans to shed
staff for the first time in the
champagne industry's history.

The Balladur government
hopes that unemployment will

stabilise next year, albeit at a
frighteningly high level. Even
the most pessimistic private

sector economists expect to see

some grhwth tor French gross
domestic product in 1994. Cor-
porate profits should also

improve. James Capel in Paris

anticipates a 40 per cent
increase In CAC-40 earnings

The privatisation drive

has triggered a flurry of

negotiations over I

crose-sharahokfings and
strategic stakes

tor 1994 (fuelled mainly by the
financial sector) after a 143
per emit ton in 1993.

Corporate activity is already

picking up. The government's

privatisation drive has trig-

gered a flurry of negotiations

over cross-shareholdings and
strategic stakes as companies

volunteer to be noyaux dura,

or Ttard care* shareholders, in

the privatisation candidates.

The government was spoilt tor

choice in selecting noyaux
dors for Banqne Nationals de

Paris (BNP), the first privati-

sation issue. It is now lining

UP candidates for fixture sales.

Privatisation has also her-

alded a series of ‘parallel’

flpgi*- Renault has finally com-

pleted its long-awaited merger

with Sweden’s Volvo. Union
des Assurances de Paris

speeded up talks with the Suez

holding company to finalise its

deal over control of Colmda,

the Gorman insurer, before its

privatisation gets under way.

Meanwhile Lafarge Coppde
and Gdnteale des Eanx have
joined the queue of private

sector companies raising capi-

tal from the Paris markets, so
that they can take advantage

of any strategic opportunities

that arise while the franc Is

strong and the stock mar-

ket is buoyant.

;
IN THE unveiling of his
privatisation plans, Edmond
Alphanddry, the French econ-
(any minister, made clear that
his government saw the share
sales not only as a means of
raising capital, but also as a
chance to raise the level of
investment in the Paris stock-

market.
The market has long been

waiting for such an initiative.

The last real boost for French
equities was the centre-right

government’s privatisation
drive in 1986 and 1987, which
drew international investors
into the Paris market and
encouraged the French public

to switch some oftheir savings
into equities.

International investors have
continued to plough their

money into France, but the
October 1987 stockmarket
rra«h brought the French pub-
lic’s new found interest in
share ownership to an abrupt
halt The current round of pri-

vatisations offers an ideal

opportunity to try to rekindle

the public’s interest

The privatisations could not
have come at a better time
from the stockmarket’s per-

spective. The French financial

sector was transformed in the
late 1980s. by a sweeping dere-

gulation programme in which

old monopolies were abolished,

closed markets opened and the

Matif, now one of the world’s

largest futures markets, was
launched.
However the stockmarkefs

progress has since been
impeded by the survival of old

anachronisms such as the

impOt de bourse, the tax on
share transactions, and the
strict roles on block trading.

The main issue facing

the Paris stockmarket

Is its low level of liquidity

- the legacy of a dearth

of equity and capital

which have prompted many
traders to execute larger deals

ih JrmAm rathar than Paris.

Edouard Balladur’s govern-

ment, like that of the late

Pierre B6r6govoy, his socialist

predecessor, has tried to
address these difficulties with
mixed success. Meanwhile the

overwheening issue fating the
Paris stockmarket Is its rela-

tively low level of liquidity -

the legacy of a dearth of equity

and of capital.

The equity shortage is due
partly to the nepotistic struc-

ture of the French corporate

sector whereby many large

companies, including Mlcbelia
and L’Orfial, are still controlled

by Owairtfag famnipg- The
other groups have negotiated

so many cross-shareholdings
and ‘sweetheart’ deals that
they are not only virtually Md-
proaf, but only a small propor-

tion. of their shares are actu-

ally traded.

Another contributor to the
equity problem is the power of

the state, which still controls

many of France's largest com-
panies. The Balladur privatisa-

tions represent a powerful. If

Partial, Sbhltkm by nnlftashing

around FFrtSbn of new shares

on to the stockmarket this year
and at least FFr55bn next year.

“Liquidity has been a prob-

lem. for the Paris market, but
the situation Is getting better,”

said David Harrington, French
market analyst at James Capel

in Paris.

“The privatisations should
help and we have also seen a
great deal of private sector

activity this year with convert-

ible bond And warrant issues.

By the end of 1993 the Paris

market will have been tapped
for up to FFrTObn.”

Privatisation should also

help to assuage the other 5i<te

of the liquidity problem: the
shortage of. capital caused by
the traditional ambivalence of

the French towards equity
investment and the state's
stranglehold over the pensions
system, which means that
Paris, unlike London and New
York, can not count on an
influx of investment from pri-

vate pension ftxnds.

The forthcoming reform of
French pensions, which is

likely to involve the creation of
private pension funds, should
provide a long-tram solution to
this problem But in the mean-
time the privatisations should
at least bring in a short-term

flow of capital from foreign
institutions and the French
public

The increase in foreign
investment was one of the
twain achievements of France’s
last privatisation drive. The
1986 and 1987 share sales pro-

vided an opening tor interna-

tional investors into the Paris

market and the proportion of
French equities in foreign
hands has since increased

steadily, rising from 21 per
cent to 28 per cent in the last

two years alone, according to

the Bank of France.

So far the present privatisa-

tion plan seems set to bring yet

more foreign capital into

France. The government was
forced after just two days to

close the institutional part of

Its first privatisation, the
Banque Nationale de Paris
(BNP) share sale, because of
strong demand, particularly
from US investors.

These Investors were
undoubtedly attracted by the
unexpectedly low price of the
BNP shares. The strong dollar
was an addftjnnqi incentive for
US investors, as was the strong
yen for the Japanese. However,

Recent interest rate

reductions and the hope
of further cuts should
make equities seem
increasingly attractive

analysts have also detected an
underlying increase in interest
in the Paris market.
“This is a great time to buy

French shares,” said Thierry
Tamers, head of North Ameri-
can sales at Baring Securities
in Paris. “The economy is prob-
ably at the bottom of the cycle

and many of the privatisation

candidates, like BNP, are
recovery stocks."

The successful outcome of
the public part of the BNP
issue also boded well for the
government’s prospects of per-

suading the French public to
participate in the privatisa-

tions. The French responded
well to the mid-1980s privatisa-

tions - when u per cent of the
population bought FFrfObn, or
almost a third, of the available
shares - but the 1987 crash

thg government’s hopes
of boosting share ownership.
The number of private inves-

tors has since fallen from 5.5m
to less than 4.5m.

The Balladur government
hopes to reverse this trend.
TUs summer’s FFrUObn ‘Bal-

ladur bond’ issue was cleverly

designed as a bridge to per-

suade the French to switch
their savings, first into govern-
ment bonds, and then into pri-

vatisation shares. Recent
reductions in interest rates,

coupled with the prospect of
ftirther cuts, should mako equi-

ties seem increasingly attrac-

tive in comparison with the
dwindling returns on cash
investments.
“Everything is conspiring to

make the equity market look
very attractive against cash -

a savings glut, low inflation

and falling interest rates,” said

James Capel’s Mr Harrington.
“We’re still waiting to see a
flow of funds from cash into

shares in Fiance. The privati-

sation programme may be
exactly what investors have
been waiting tor.”
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Location:

What’sNew
in Europe?

Locating in Europe
is now a corporate
priority. The E.E.C.’s

340 million people
make up one of the
world’s biggest and
richest markets.

But where do you
locate?

For
.
twenty years,

the South of France has

been a strategic Euro-
pean crossroads with a

highly productive con-

centration of R&D
facilities, high-tech
industries, universities

and specialized gra-

duate schools.

The Var Region is at

the very heart of the

Mediterranean arc. The
Region has intention-

ally and intelligently

prepared itself to wel-

come businesses of any

size, ranging from
world-class multina-
tionals to mid-size
companies.

Access to Mediter-
ranean basin markets is

direct. The Var is with-

in easy reach of Nice
and Marseilles Interna-

.-•' "Xri • :-J

PieVar
C&te d'Azur Region

tional Airports and
already has its own
High-Speed Train.

Attractively priced
business and industrial

premises of every type,

customized installation

assistance services, a

state-of-the-art tele-

communications infra-

structure and a highly

qualified work-force.

These are just some of

the features that make
today’s Var a business

hub for companies
seeking a productive
European installation.

Now add an excep-

tional quality of life,

Mediterranean creativ-

ity and the sheer plea-

sure of living and
working in a superb
environment and you
have the Var’s formula

for success.
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M ORE than 300 people
were killed and hun-
dreds injured earlier

this month in one of the fier-
cest tattles of the 11-year war
between Sri Lanka's armed
forces and Tamil Tiger guerril-
las.

BUt political and military
observers say what was
unusual about the battle for
Kilaly-a small guerrilla port
on the edge of the Jaffna
lagoon -was not the scale of
the action, but the fact that
seven Sri T-nwirnn army officers
were killed in the fighting
Army officers, members of a

once largely ceremonial force,
have not been noted for lead-
ing from the front But after
nearly a year of inactivity fol-

lowing the deaths of several
senior commanders in a land-
mine explosion, there is now a
new grit and determination at
the top in Sri Lanka’s 80,000-

strong army.
The country's senior military

commanders, confident they
have the country's troubled
Eastern province under con-
trol, say they have at last been
given the goahead to retake
the rebel-held northern penin-
sula of Jaffna, from which they
were expelled in humiliating
circumstances in 1390.

This confidence appears to
be percolating down to even
the most battle-weary of front-
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line officers. President
D. B. Wijetunga - angered by
earlier political prevarication,

the assassination in May of
President Ranasinghe Prema-
dasa and the high cost of a war
that has claimed 32,000 lives

-has publicly vowed to crush
terrorism.

Not for him the policy of his

predecessor who accomodated
guerrillas in five-star hotels.

Mr Wijetunga appears to

believe It is not possible to

negotiate with Mr Velupillai

Prabhakaran. the autocratic
and. militarily brilliant leader

of the Tigers. “There is no eth-

Sri Lanka the Peart ofthe Indian Ocean,

thougha mere speckon die map ofthe
world, provides tremendous opportunities

forforeign investment through the

governmentt open trade policy and
export promotion zones providing

attractive incentivesand concessions.

Supplementing an efficient transport and

communications system is the Banking

Sector. In theforefront ofthis area iff

activity is theBank ofCeylon. Sri Lanka’s

oldest indigenous Bank which counts 54
years ofservice.

Whilstjustifying the domestic role as

Bankers to the Nation, it also has a
globalpresence in the International

Banking scene with anetwork ofover

1500 correspondents world wide and

branches in Ijomlonand Male. This

splendid infrastructure is bolsteredby its

expertise, resourcesand experience. Bank

iffCeylon is eminently geared to serve

every need iff theforeign investor with

Bankof Ceylon
Bankers tothe Nation
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nic problem in the north, only
terrorism,” says Mr Wijetunga.
Defence Department nffiranin

refuse to say when the main
offensive across the war-tom
Jaffna peninsula - also home
to about 600,000 Tamil civil-

ians — is likely to be launched.
But military commanders hint
that it could come next year.

The army has already
started building up its

strength. Ten thousand new
recruits are under training and
more are expected. The total

complement may end up at
about 100,000 men.
The military plans to buy

helicopter gunshlps. landing
craft and fast patrol boats for

the confrontation with an esti-

mated 3,000-4.000 well-armed
and trained guerrillas who
have been fighting for an inde-

pendent Tamil homeland.
Part of the explanation for

the more determined political

will in Colombo, and the
army's new confidence, may lie

in the recent success the mili-

tary has had in bringing an
element of normality back to

the country’s troubled Eastern
province.

Less than three years ago,

the province's two main cities

of Trmcomalee and Batticalore

were in rebel hands and large

tracts of the mirad Tamil, Mos-
lem and Singhalese province
were no-go areas to the army
and the civil authorities.

Today, most of the province 1s

under government control, at

least during the day, and many
Tamil Tiger guerrillas based In

the area appear to have fled

north to the Jaffna peninsula.

The government is planning
to hold local elections in the

Eastern province in February
and, later in the year, a refer-
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which they swallow rather

than allow themselves to be

jgfcpn prisoner alive.

There may be fewer guerril-

las, and less well-trained, than

when (hey pusted the Indans

out and when they controlled

much of the Eastern Pomace,

but they remain as ruthless

and are still able to assassinate

politicians and military com- i

madders.
There Is same evidence they

may no longer have such fieree

support from the Tamti popula-

tion in Jaffna. Creation of

Tamil Eelam (the rebel's free

state) is as far away as ever

and some locals have dared to

out against a guerrilla
. atril.

A young solder guards ttw PaMy perinwtar, Just eight mita*s tram Jaffna Cfty

endum on whether to merge
with the country’s northern
province. If local elections are
successful, tens of thousands

of Sri Tankan troops could be
released for doty in Jaffna.

President Wijetunga, who is

also Sri Lanka's finwnn* minis-

ter, is intent on trying to cata-

pult his country into the ranks
of the newly industrialised

nations by the beginning of the

next century, and is only too

well aware of the heavy eco-

nomic toll the war is fairing on
a country where many still live

below the poverty line.

To finance soaring war costs

the government has recently

been forced bo impose a special

defence levy of 3 per cent on
ail transactions, operating in a
manner similar to value added
tax- This year, direct military

expenditure is expected to total

more than SLRs20bn - about 15

per cent of the budget- but at

least the game amnnnt again is

spent on feeding and rehabili-

tating the war-torn civilian

population in the north and
east
Thousands of foreign inves-

tors have been frightened away
by the fighting and many
believe the number of tourist

arrivals could climb to more
than lm within a few years if

the war was ended. The econ-

omy of Jaffna, once the biggest

supplier of fish and cash crops

in Sri t .anita, is at a standstill

and tourists no longer visit the
East with its fabulous beaches.

President Wijetunga appears
to be willing to stake all on the

attempt to recapture the Jaffna

peninsula guerrilla stronghold

by force in an attempt to bring
the war to a swift conclusion.

A brief glance at the map
would »«»ni to suggest that the

army is in an excellent posi-

tion to launch an offensive. It

has a series of army-controlled

zones ringing the peninsula: at

Falaly in the north it controls

Jaffna city’s airport in a zone

20km wide and 5km deep;

across a sunken bridge to the

west of the city it controls a

number of sizeable islands; and
to the south-east it baa cut off

the peninsula from the Sri Lan-

kan mainland by linking its

Elephant Pass army base to

the sea.

But the war in the north is a
classic guerrilla action* fought

by the most tenacious and
fanatical of man and women,
as the recent battle of Kflaly

showed. On the second day of

the army advance from its base
at Elephant pass* a carefully

ity at home and abroad, is leg-

endary. But after a decade of

indoctrination most ordinary

Tamils in Jaffna still fear Sri

tanka’s “Singhalese Buddhist

army* more.
Even if Tamil civilians did

not fight voluntarily they C;

might be forced into battle on

the aide of the guerrillas. It is

by no certain that the

Sri Tanbm armed forces could

mpnfth into Jaffoa city without
wrung on the way tests of thou-

sands of civilians in the dense-

ly-populated province.

House-to-house fighting in

the city could be even bloodier,

and the question no one seems

able to answer with confidence

is whether the army yet has

lhe numbers, ability and deter-

mination. to retain control of

the peninsula once it has
marched in.

#.
Richard Cowper *

The battle for hearts and minds

Humanitarian effort to feed civilians
WHEN Colombo pot down in

bloody fashion a Singhalese
nationalist uprising in 1989 it

soon found itself having to con-

tend with a volley of interna-

tional condemnation. Its sys-

tematic abase of human rights

also alienated many of its own
people, writes Richard Cowper.
Today, Sri Lanka is still

fighting a guerrilla war but it

has put greater efforts into
winning hearts and minds at
home and abroad.

The country is now known
overseas for its unique human-
itarian effort in providing vir-

tually all the food and necessi-

ties to more than 500,000 Tamil
civilians living in the rebel-

controlled Jaffna peninsula,

where Tamil Tiger guerrillas

have been waging an ll-year

struggle for an independent
homeland.
“Normally, civilians trapped

in guerrilla-controlled areas

have to find their own food,”

says Mr Dominic Dufour, head
of the International Committee
of the Red Cross (ICRC) based

in Colombo.
“The government has real-

ised that no rebel with a Kal-

ashnikov ever starves. But this

programme is unique. It’s the

only country in the world
where you can officially mail a
letter from the capital to a
rebel stronghold.”

The government started the
programme in 1990 and now
spends more than (500m a
year, despatching an average

U Co-operation with India

New Delhi has
score to settle

of 10,000 tonnes of food each
month to Jaffna in a fleet of
cargo ships under the supervi-

sion of the ICRC.
The food is distributed free

to about 240.000 people who
have been displaced from, their

Jaffna homes. The rest is sold

in shops to civilians and guer-

rillas alike, under the watchful

gaze of highly-efficient Tamil
Tiger tax collectors.

Mr Christie Sflva, in charge
ofthe programme at the Minis-

try of Reconstruction and
Rehabilitation says; “It’s true

we do not want hundreds of

thousands of civilians fleeing

south. But neither do we want
to see starvation.

"We have to think of the
future: after all, they are our
people; they are also Sri Lan-
kans.”

No one is pretending the gov-

ernment is without fault.

There are reports of malnutri-

tion in some areas of Jaffna. A
ban on diesel shipments, to

deny guerrillas fuel for their

vehicles, means there is a

power blackout for most nights

of the month. .

The country’s 80.000-strong

army sometimes oversteps the •

mark in its bitter straade to

recapture large areas of the
north and some patches of the

east which are still controlled

by the guerrillas.

hi a visit this month to the
Palaly army-controlled zone,
just north north of Jaffna city,

I saw several nighttime bursts

of 150mm howitzer shells. In .

an area so densely populated
anything less than perfect

accuracy is likely to kill or

injurenan-emnbatants.
Reports of civilian Tamil

deaths by. army shelling are
not uncommon.
But In the war for hearts and

minds, there is some evidence

that the government may be
winning. A proposal to hold
local giartinmg in the country’s
troubled eastern province is

seen as afurther step towards
normality in an area once
largely controlled by the Tamil
Tigers.

En the north, the growing
finanriai predations of the

guerrillas against a hard-
pressed and besieged civilian

population are beginning to

take their toff

5(nmH Tamil rfvUiam appear
to have become heartily sick of
the war and might even wel-

come a.retum to civilian con-

troL
'

But Mr Velupillai Prabhak-
aran, the ruthless Tamil Tiger

leader, does not appear to be
willing to negotiate a political

solution and Colombo there-

fore sees itself compelled to
pursue a military one.

All the hard-won prime could
disappear overnight if the
array attempts to recapture the
Jaffna peninsula, as it is

threatening to do.

Thousands of Tamil civilians

might be killed and the Tigers
would do everything in their
power - including using
human shields - to ensure that
Sri Tanka's image was again
tarnished in. the eyes of the
international community.

OPERATIVES Of New Delhi’s

secret service Special Investi-

gation Team (SIT) set up to
track down the killers of Mr
Rajiv Gandhi, the former
Indian prime minister, are now
regular visitors to Colombo,
writes Mervyn de Silva and
Richard Cowper.
SIT is working closely with

Sri Lanka's police and intelli-

gence services and its mission
is dear: seize or kill Velupillai

Prabhakaran founder and com-
mander of the separatist Liber-

ation Tigers of Tamil Eelam
(LITE) and the man they are

convinced master-minded the

assassination of the Indian
prime minister.

Mr Gandhi was killed in May
1991 by a young female Tamil
suicide bomber from Sri Lanka
at an election rally in the
southern Indian city of Madras.
The modus operands was very
similar to that used by the

LTTE to murder Sri tanka's
President Premadasa at an
election rally in Colombo in

May this year.

The co-operation between
New Delhi and Colombo in this

and other security areas is a
Ear cry from the last decade
when India operated a policy
aimed at destabilising her tiny
southern neighbour.
Today, New Delhi no longer

supports and arms Tamil Tiger
guerrillas. It fears that it might
end up with its own rebel
movement in the fractious
southern Tamil State of Tamil
Nadu and Is taking a tough
line against LTTE arms smug-
gling.

Earlier this year, the Indian
navy captured and destroyed a
trawler in the Palk Straits, a
20-mile strip of water that sepa-
rates Tamil Nadu and Sri Lan-
ka's Jaffna peninsula. As well
as arms and explosives, on
board was Prabhakaran’s
right-hand man. known as

Kittu. He and a number of
other senior LTTE command-
ers died in the incident in cir-

cumstances that have never
been fully explained.

The loss of Kittu is said to

have been a heavy blow to the
rebel leader. Prabhakaran is

said to have placed great reli-

ance on Kittu as one of the few
commanders he could trust.

So deep is his fear of New
Delhi that he recently placed
Mahattya, his deputy, under
house arrest in Jaffna as a sus-

pected “Indian agent”
All this seems an age from

the early 1980s when Rajiv’s
mother, Mrs Indira Gandhi,
ordered RAW -India’s equiva-

lent of the CIA -to arm and
train cadres of a tiny Tamil
rebel movement In secret
Indian camps. The dose rela-

tionship began to break down
when Rajiv - who succeeded
his mother as prime minister

after she was assassinated by
her Sikh bodyguard - signed
an Indo-Sri Lankan peace
accord in 1987. An Indian
peacekeeping force was des-

patched to Jaffna to force a i

settlement on the Tamil
Tigers.

India and Mr Gandhi were to

pay dearly for this change in

policy. With just a few thou-
sand guerrillas, Prabhakaran
engaged and drove oat an
Indian army of 120,000 men. At
Least 7,000 Indian soldiers died
and many more were wounded
before the pullout came in
1990.

In parts of Tamil Nadu - the
traditional Dravidian enemy of
the Buddhist Singhalese - the
Tamil Tigers are still seen as
heroes. But New Delhi has a
new foreign policy of regional
co-operation and a very deep
personal score to settle with
the man who brought to a pre-
mature end the reign of India’s
most famous political dynasty.

Many banks are

returning to their roots.

m

Thank goodness there’s one bank
with its roots in the world.
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INSIDE

SKF optimistic
despite deeper loss
SKF, toe world’s leading roller bearing maker, hasMJten Into 3 deeper toss for the flrat nine months

ESLlSl-* tVmround^ knmfnent. It said the UK.itmy and Sweden were picking up and other Euro-pean markets stabilising. Page 16

RJR Nabisco pays for price war
BJR Nabisco, which makes Winston and Carnet
cigarettes, has unvoted a 58 per cent drop In thfrd
quarter net Income, reflecting the Impact of Its
price wars with Phffip Morris. Page 17

M East opens at 08% premium
Shares In East Japan Railway (JR East) soared 57.8
per cent above their initial offer price when half the

:
company's shares were floated on the Tokyo stock
exchange yesterday. Page 18

Pressing competition
Oriental Press, the most profitable Chinese lan-
guage publisher in Hong Kong, is about to laurch
the first new English language newspaper tn more
than a decade, aiming to compete directly with the
profitable South China Morning Post Page 18

Japanese electronics fall
Matsushita Electric Industrial and Sharp, the Japa-
nese consumer electronics companies, have
reported steep fails in first-half profits. MatsushitaM 43 per cent to Y29.Vtvi ($2802m) whSe Sharp
teB 23 per cent to Y20.2bn. Page 18

Whatfs In the bag at Ferranti
A buyer of Ferranti would be acquiring a mixed bag
of businesses. The company is a software house
and systems integrator, it hie a sonar Joint venture
and sells naval control and command equipment
around the world. Andrew Bofger and Daniel Green
assess the company In the light of the news that it

is in taBcs with an unnamed bidder. Page 21

Caird makes £17.6m write-down
CaJrd. the waste management company, reported
an interim pre-tax loas of £2S.14m ($37-2m) after

an exceptional £17.6m writedown of its assets.

Page 21

Betterwara shares slip

Shares h Bettarware, the home shopping com-
pany, fsB 10 per cent to 190p ki spite of a 21 per
cent Increase in interim pre-tax profits to £7.6m.
Page 22

Swedish equities dispel gloom
• . , In the month when Swe- :

Aff&rwfirfden index :/ den's blue collar trade

union has said that the
.

country isina depression

/TCI • If . arvfnot in a recession,
1 and the government has
1200 ^ - predicted the worst eco-
1,10ft f- nomfc performance since

•IflOO the second worid.war for

• . - this year, shares have bro-

BOpl.» llj,. ./r »i»M,f ken through the aB-ttme

• .18*#' -high. At yesterday's dosa.

StuoeCWamaen the AfOrsvariden general

index showed a gain on
the year to date of more than 50 per cant
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Sales stabilise but Big Blue’s structure still ‘uncompetitive’, reports Louise Kehoe

IBM cost-cutting checks losses
LOSSES at International Busi-
ness Machines were lower than
expected in the third quarter, as
revenues stabilised and eostcut-
ting began to take effect

Nonetheless. Mr Lou Gerstner.
chairman and chief executive,,
said: “The company’s cost and
expense structure remain uncoto-,
petit!ve. During the third quar-
ter, aggressive internal taskforce
work took place to Identify addi-
tional areas where our costs can
be reduced.”

IBM could return to profitabil-

ity “as our gross margins increas-
ingly match those of the rest of
our industry. 1am confident IBM
is on the right trade,” he said. .

Net losses for the quarter were
$48m, (nr 12 cents per share, bet-

ter than analysts' predictions.
Earnings woe boosted by a $S4m

'

tax benefit In the same period
last year IBM reported a net
profit of $86m, or 15 cents a
share, before restructuring
charges, but a loss of $2.8bn, or
$4£7 per share, after them.
The decline in revenues was

halted with the mmpany matring

$14.7bn, similar to the second
quarter. IBM said strong personal
computer sales and a slower rate -

of ttecliwe in mainframe com-
puter sales had helped stabilise

the figure. “Although our overall

results are clearly unsatisfactory,

the third quarter inrimted some
encouraging, signs,” Mr Gerstner
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said. “Our total revenues held
steady year-over-year and our
overall gross margin and hard-

ware gross margin have
remained essentially flat for the
past four quarters."

Sales of computer hardware fell

just I per cent on last year’s third

quarter at j&96bn. Analysts had
predicted a decline of about 10

per cent But revenues from rent-

als and financing feQ 14.2 per.

cent to llbn, and software reve-

nues gfan declined. These trends

Swedish opposition grows
to Volvo/Renault merger
By Hugh Camegy In Stockholm

OPPOSITION mounted ' in
Sweden yesterday to Volvo’s pro-

posed merger of its vehicle manu-
facturing with Renault of France,

despite a detailed defence of the
plans by the company.
United trade union support for

the deal cracked as 900 Volvo
engineers called for the:merger ft)

he postponed until after Renault
was privatised. A -committee rep-

resenting more than 5,000

white-collar workers decided to

n«p their xmflii shareholding to

vote against the accord at the'

November 9 extraordinary gen-
eral meeting.

Two Influential newspapers
also voiced their opposition.

Mr Mate Svegfars, editor of
Svemaka Dagbladet, the respected

conservative daily, wrote that if

necessary the government should
step in to prevent Volvo, the
country's leading manufacturing
group, falling under French con-

trol. Dagens Industrie Sweden’s
leading financial daily, also said

the merger should be delayed
until 1996, after Renault had been
freed from state control.

' A spokesman for Volvo
acknowledged that momentum
was building against the merger,
but said it was not dear that
Volvo shareholders shared this
view.

. The company circulated a 66-.

page document to shareholders'
saying the mergerwas a “logical

and necessary extension" of a
three-year-old alliance between
Volvo and Renault It said Vol-

vo’s 85 per cent share in the
merged company would be "an
Important cornerstone” in a radi-

cally restructured Volvo which
would broaden its interests to
include a 100 per cent share in

the cash-rich Branded Consumer
Products, now part of Procordia,

a food and pharmaceutical group
jointly controlled by Volvo and
the Swedish state.

Mr Pehr Gyllenhammar, Vol-
vo’s chairman, insisted Volvo
would retain a “major influence"

in the merged Renault-Volvo

Barry Riley

On derivatives, conjurors

and rocket scientists

m
f

When derivatives
come, out of the
rocket scientist

lab into the
domestic retail

market journalists

start to get edgy.

We do not believe

In magic, although

we do know there are some
clever conjurors around.
A few weeks ago I expressed

reservations about the promises
attached to some of the high
income retail savings products
being launched in the UK. to

attract income-starved investors.

One of them, the Hypo Foreign*
Colonial Higher Income Plan,

yielding - IQ per cent, has
attracted about £400m since

March.
Its success has triggered the

arrival of a similarly structured

rival from Morgan Grenfell.

Briefly, this scheme works by
leveraging its income through
writing options. Just over half

the assets are invested in UK
blue chip equities, the Test in

loans. On top of the resulting

overall 5 per cent yield, the fund

can generate 6 or 7 per cent a
year by taking in premium from
over-the-counter options -— puts

and «»ns - against its portfolio.,

ft thus loses much of any capital

growth, but buys other options to

protect itself against general

market fells.

This is an ingenious arrange-

ment, but It looks more like a

trading operation than an invest-

ment portfolio. What are the

risks? Even If they are - well

designed, derivatives trading pro-

grammes can fell foul of poor

liquidity or counterparty risk. 1

asked Morgan ChanfiaO the source

of tiie OTC options, and was told

unit the fond managers had-

signed a. confidentiality agree-,

ment. So much for transparency.

In feet there need be no secret
The options are being created by
the equity derivatives unit of
Swiss Bank Corporation in Lon-
don; effectively, this bank’s
wholesale market services are
being turned into retail products

by Hypo P & C, Morgan Grenfell

and others:

Ah earlier range of retail prod-
ucts focused on guarantees of
various kinds - for instance, that
the FT-SE 100 Index would be at

least matched at same date in the
future - but felling interest rates

have made it more difficult to

design attractive guaranteed
products, which have relied on

The future will

always spring
more surprises

than the past

using income to boy derivatives

contracts. At the same time, how-
ever, an opportunity to launch
high income products has arisen,

using derivatives to generate the
kind of yield now so sorely
missed by savers in deposit-
taking institutions.

Innovation may only just be
beginning. On the wholesale mar-
ket SBC lists 15 varieties of
equity option contracts, includ-
ing as-you-like options, exploding
options and deferred strike

options. But bow reliable is all

this? Extensive backtesting
investigations are conducted into

how products such as the Hypo F
& C fund would have performed

historically. Apparently it would
have sailed through the 1987
crash quite happily. But the
future will always spring more
surprises than the past
The doomsters are easy enough

to find. The Bundesbank last

week reflected gloomily on the
possibility of a chain reaction
leading to disaster if problems in
derivatives were to lead to a col-

lapse of liquidity in the cash mar-
kets, Earlier in the month Mr
Henry Kaufman, the Wall Street

analyst warned about poor stan-
dards of regulation and unwar-
ranted complacency about the
real level of risks in derivatives.

European central banks, he
pained out, lave been generat-
ing vast profits for private sector
participants in the derivatives
markets through their clumsy
mistakes in the foreign wr-hangp
markets, especially In 1992, but
just suppose it had been the
other way around? - -

In practical terms, investors in
innovative retail products are
scarcely exposed to apocalyptic
risks, merely to the possibility
that the income may tom out to
be less than expected, or the dan-
ger that allegedly “unusual" con-
ditions may cause a few points of
loss of capital
The derivative markets are

now vast, but are still quite
immature. Their complexity
invalidates the old adage that
you should only put your money
in (or report on} investments yon
understand. Moreover the propri-

etary nature of the product
designs based upon OTC con-
tracts means-the propositions are
becoming Increasingly opaque,
even to experts.

We just Jiope that the rocket
scientists will not reinvent the
nuclear bomb by accident

. Hewlett Packard
2 — — 0.9 -

Microsoft

reflected the impact of declining

mainframe computer sales on
IBM’s business. Service revenues

rose 2&5 per cent to $L3bn.
IBM's third-quarter gross profit

margin was 38 per emit, down
from 46.1 per cant “We believe

our gross margins will continue

to be under pressure,” Mr Ger-

stner said. The squeeze was felt

in both personal computers and
services, two high revenue
growth segments.
similar trends have taken their

toll on other US computer manu-
facturers. Last week Digital

Equipment reported heavy losses

and Amdahl has warned it

expects to report a substantial

loss. Apple Computer, which
reported its results earlier this

month, also saw gross margins
fell sharply.

IBM’s operating expenses feQ
11J pm- cent as the company con-
tinued to shed workers. The staff

totalled about 267,000 at the end
of the quarter, down 41,000 from

a year earlier. By the year-end
the company plans to cut back to
255,000 workers.
Revenue tor the first nine

months was $43-3bn, down 3.7 per
cent from (45bn. Net losses
before restructuring charges
were $373m, or 70 cents per
share. After charges the loss was
$8.4bn. hi the same period last

year, IBM reported net earnings,
before charges, of $L5bn or $2£6.
After charges, losses were fl.4bn
or $2.46.

Investors angry at

Ryan’s GPA $2m
company despite the 65 per cent

weighting in favour of French
interests. He said Mr Lennart
Jeansson, head ofVolvo cars, and
Mr Rarl-ErQng Trogen, head of
Volvo heavy trucks, would
respectively become chief finan-

cial officer and head of trucks
and buses in Renault-Volvo on a
five-man management board
headed by Mr Louis Schweitzer,
Renault chi^ executive.
Mr GyUenhammar Renault

was making the blggest-ever for-

eign investment in Sweden and
was hardly likely to damage this

by running down Volvo's Swed-
ish base. Volvo would be contri-

buting to the process of building
Europe. “We have to realise that

such work requires both giving

and taking.
”

The Swedish small sharehold-

ers' association which has led

opposition to the merger, dis-

missed the Volvo leaflet, saying
it gave no dearer picture of the
valuation of Volvo's assets in the
merger.

Lex, Page 14

By Roland Rudd to London

MR TONY RYAN’S compensation
could total 32m for loss of office

from GPA Group, the aircraft

leasing company being rescued
from bankruptcy by GE Capital,

of the US.
The proposed pay-off so out-

raged some GPA shareholders

that they threatened to veto the
deal'In response Mr Ryan agreed
the payment should go to arbitra-

tion by a senior lawyer.
He is leaving tire Shannon-

based company he founded in
1975 to become chairman of the
GE Capitol subsidiary, GE Capi-

tol Aviation Services, which will

manage GPA’s assets.

His contract as chairman and
chief executive of GPA, which
runs until the July 1996, provides

for an annual salary of not less

than IE250.000 (3362,000) Pension
contributions and compensation
for loss of office are understood
to take the total package to 32m.
However, some shareholders,

threatened: to withhold their sup-

port from the GE agreement
unless Mr Ryan’s compensation
was settled by a third party.

GPA, saddled with debts of
$5Jft>n, has seen the value of its

shares collapse from a high of332
to less than $1.

The pension fund of the teach-

ers of the state of Pennsylvania -

the Public School Employees’
Retirement system (Tiers) -

which two years ago subscribed
to a preference share with a con-

version price of 336, was particu-

larly incensed.

Mr John Lane. Peers’ chief

investment officer, yesterday said

“it remains to be seen" whether
Mr Ryan would get his 32m.
One banker said: “The question

of Mr Ryan’s compensation
caused a lot of unease among
shareholders but his contract
clearly stipulates that he is owed
32m.” A GPA spokesman said:

“The matter is still being decided

by arbitration.”

Mr Ryan’s pay-off is no longer

threatening the GE deal, which
may be signed this week.

DnB out
of the red
and aiming
at NKrlbn
By Karen Fossli in Tromso

DEN NORSKE Bank, Norway’s
biggest bank, yesterday returned
its best result since it was
formed from a merger in 1990
between Den norske Credftbank
and Bergen Bank.
The nine-month net profit of

NKr699m ($100m) compared with
a NKr2.46bn loss in tbe same
period last year in the wake of
the nation’s banking crisis. The
group forecast a net profit of at
least NKrlbn for the year.

The sharp turnround was due
mainly to the one-off effect of a
fall in domestic interest rates
which helped push up net inter-

est income by NKr593m to

NKr4.01bn, partly because of a
plunge of NKr2.81bn to
NKr7.77bn in interest expenses.
Other operating income -

gains on securities, foreign
exchange and other financial

instruments - doubled to

N£r2.65bn, and operating
expenses were cut by NKr24lm
to NKt&36bn.
Mr Ole Lund, DnB chairman,

said the crisis had passed for the
Hank but that loan losses and the
level of non-performing loans
remained unacceptable. Losses
on loans and guarantees fell by
NKr754m to NKr2.534bn as the
volume of non-performing loans
declined by NKrSOOm to
NKrlLGbn.
In the third quarter, loan

losses declined to NKi820m from
NKrL17tm in the second quarter.

Hie bank to ruse its core

capital - through a share issue

in the first half of next year -

from NKr6-3bn, or 4.5 per cent of
risk-weighted assets, to 5 per
cent and then to 6 per cent
The board intends to boost the

hank's foreign ownership quota
to a maximum 33.3 per cent from
12J> per cent
The state has injected an esti-

mated NKrl.675bn in fresh share

capital into DnB In the past
three years and holds a 69 per
cent stake. It has also supplied
NKr3.5bn in preference capital

which could be converted to

share capital, bringing tts owner-
ship tn the bank to more than
over 80 per cent Earlier, the
state wrote off an injection of

preference capital of NKrl^Sbn.
Mr Finn Hvistendahl, group

managing director, said the cur-

rent market valuation of the
bank indicated the government
would be able to recover all of
the capital provided to DnB,
“and possibly more”, depending
on the bank's share price at the

time of the phased sell-off to tbe

public.
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SKF sees turnround as

nine-month loss deepens
By Christopher Brown-Humes
m Stockholm

SKF, the world's leading roller

bearing manufacturer, yester-

day announced a deeper loss

for the first nine months but it

signalled that a turnround was
imminent.

Losses after financial Items
widened to SKr709m ($88.Gm)

from SKr361rn as weak demand
continued to restrain sates

growth.

The group's underlying per-

formance improved for the sec-

ond quarter running. Exclu-

ding a SKrllOm charge for

future staff cuts, the group's

deficit was SKrl30m in the lat-

est three months compared
with SKrltfm in the same 1992

period.

The company hopes to be

back in the black at the operat-

ing level in the fourth, quarter

or in the first quarter of next

year. It said Germany was its

only market where demand
was still falling. The UK, Italy

and Sweden were picking up
and other European markets
stabilising. Conditions in the

US and other markets were
improving, it noted.

The more optimistic picture

has prompted the group to
raise its production rate.

Sales expanded to SKr21-5bn
from SKr20.0bn in the first

nine months. However, after

allowing for currency factors

and disposal of a unit, they
were down 7 per cent
Operating losses fell to

SKr99m from SKrlUm, but the

weaker krona helped push up
net financial expenses to

SKriJlUm from SKr247m.

At the group's main bearings

and seals unit, sales rose to

SKr20bn from SKrl7bn, but the

division recorded a loss after

financial income of SKr422m,

compared with a SKrU9m
profit.

Hie unit's weakest area was
the German car sector, where
demand continued to fall. SKF
is tackling this with cost

reductions mainly from lob

cuts.

Losses at Ovaka Steel were

reduced to SKr301m from
SKr407m. even though sales

fell to SKr2.12bn from
SKr2.30bn. Demand for the

unit's special steel products
showed signs of recovery in

the third quarter, although
prices remained under intense

pressure.

Esselte falls 19% to SKr205m
By Christopher Brown-Humes

ESSELTE, the Swedish office

products group, saw profits

after financial items fall 19 per

cent to SKr205m ($25.6m) in tile

first nine months as weak con-

ditions continued to affect

important markets.

Group sales were up IS per
cent at SKr8-6bn, but excluding

currency effects, they were
down by 4 per cent from last

year. The rise in third-quarter

NEWS DIGEST

Michelin Injects

FFr2bn into

manufacturing
By John Ridding in Paris

MICHELIN, the world’s largest

tyre manufacturer, is to inject

FFr2bn 03357m) of capital into

Its French manufacturing divi-

sion before the end of the year.

The capital increase will be
achieved through a restructur-

ing of shareholding arrange-
ments between the group's
financial and French manufac-
turing divisions and will not
involve the raising of capital

from outside the group.

The proceeds will be used to

reduce debt at the manufactur-

profits to SKr67m from SKr55m
as well as the weak result in

the last quarter of 1992 led the

group to predict a better full-

year result, in spite of poor
demand and restructuring
costs. It expects a 1993 profit of

about SKrSOOm, which will be
SKr4Jm higher than last year.

The group said the market
had been particularly weak in

Spain, Belgium, Italy. France
and Japan in the first nine
months. However, there was

iivg operation which has suf-

fered from a sharp decline in

demand in the European tyre

market The group as a whole,

which had a first-half net loss

of FFr3.19bn, has net debts of
about FFrSObn.

Thames Water
declines by 10%
THAMES Water yesterday
kicked off the UK utilities

reporting season with lower-
Uian-expected interim results,

depressed by a surprise £25m
(337.75m) mainly due to two
long-standing contractual dis-

putes. writes Peggy Hollinger.

The group reported a 10 per
cent decline in pre-tax profits

to £112m for the six months to
September 30 on sales 7 per
cent higher at- £539m. Exclu-

some improvement in the UK,
Norway and Finland, and a

patchy recovery in the US.
Currency movements had a

negative impact on operating

margins because most of the

group’s production is in strong

currency countries such as
Germany, France, Belgium and
Denmark.
The group is restructuring

its Pendafiex and Bensons divi-

sions which both fell into the
red during the period.

ding the provision, however,
profits were 10 per cent higher.-

Shares were down 13p to
561p, but analysts warned
against taking it out of context
with sales of £539m. “The core
business [utilities] is excel-
lent,'' said one analyst.

Lamont joins

investment trust

MR Norman Lamont, former
UK Chancellor of the Exche-
quer and recent arrival on the

board of NM Rothschild, the
UK merchant bank, is iolning

tile board of the First Philip-

pine Investment Trust, writes
Ricbard Gourlay. He is joined

as non-executive director by
another ex-finance minister,

Mr Ramon del Rosario of the
Philippines.

Sharp drop

at GBL to

BFr4bn in

first half

By Andrew HBf in Brussels

FIRST-HALF net consolidated

profits at Groupe Bruxelles

Lambert, Belgium’s second-

largest holding company,
dropped by 21 per cent

because of lower capital gains.

Net profit was BFr3.99bn
(3114m) for the six months to

June, against BFt5.Q3bn in the

equivalent 1992 period, and
BFr6.01bn in the first six

months of 199L
GBL said there was an

Increase in income from all its

principal holdings, except for

its 20.5 per cent stake in Petro-
fina, the Belgian oil company.

‘

Consolidated profit before
exceptional items and capital

gains rose from BFr&98bn to

BFr3.42bn. Capital gains fell

from BFr2.05bn to BFr562m.
The company, headed by Mr

Albert Frfere, said full-year

consolidated profit - exclu-
ding capital gains - should be
greater than 1992’s BFr6.34bn,

of which capital gains
accounted for BFrl.76bn.
GBL’s UJ2 per cent stake in

Tractebel, the Belgian utility

compmiy, is still the biggest

contributor to profit, bringing
in net Income of BFr557m
(BFrSl5m) in the first half of

1993.

Biggest increases in income
came from indirect holdings in
Royale Beige, the Belgian
insurer, which contributed
BFr462m (BFrSISm), and CLT.
the Luxembourg audiovisual
group, which contributed
LFr488m (LFr359m).
Petrofina’s contribution,

however, was almost
unchanged at BFr2l6m
against BFr219m.
GBL saw the value of its

portfolio increase to BFr90.4bn
on Jane 30, or BFT4,195 per
share from BFr74-3bn at the

end of last year.

Since then the market value
of its holdings has Increased a
further 10 per cent to
BFr99.7bn.

On' average, the holding
company said the companies
which make up its portfolio -

which also include Parfinance,
the French financial group,
and Banque Bruxelles Lam-
bert, the Belgian bank - had
increased interim profits by 17

per cent compared with the
first half of 1992.

REPUBLIC NEW YORK CORPORATION
SAFRA REPUBLIC HOLDINGS SA.

Consolidated Statements ofCondition
and Summaries of Results

These statements and summaries represent the consolidated accounts of Republic New York Corporation and its

wholly owned subsidiaries and of Safra Republic Holdings S.A. and its wholly owned subsidiaries. Republic
New York Corporation owns 48.9% of Safra Republic Holdings S.A., which is accounted for by the equity method.

REPUBLIC NEW YORK
CORPORATION

SAFRA REPUBLIC
HOLDINGS S-A.

KSTiESS

Assets

Cash and due from banks ........

Interest bearing deposits with banks
Frecious metals

Investment securities

Trading account securities

Federal funds sold and securities purchased

.

under resale agreements...

Loans, net of unearned income
Allowance for possible loan losses

Loans (net)

Other aggers ....

Tom! assets

tember 30,

992 1993 1992
tin chiHKinJa of US4 except per share Jam)

5 357,003
6,985,934
688,401

13,875,719

1,625,694
9,031,447
(281,193)

$ 472.915

9,907,773

369,226

11,149,136

2.655342
7,952,041

(241,081)

$ 52,123
3,551,035

167
5,650,486

$ 48.314
3,289.263

2,996

5,074,403

Liabilities

Total deposits - —
Short term borrowings.

Other liabilities —
Long term debt — —
Subordinated long-term debt and perpetual capital notes

Shareholders' Equity
Cumulative preferred stock — —
Common stock and surplus, net of treasury shares..

Retained earnings - —
Total shareholders’ equity

Total liabilities and shareholders’ equity

Book value j«r snare - -

Client portfolio assets In custody

Net income, for the nine months ended

Net income per common share (primary)

Average common shares outstanding (primary)

.

8,750,254 7,710,960
5,117,152 3,226,366

$37,962,045 $33381.183

$22,379,887 $19,032,819
3,061,561 4,638,112

5,317,255 3,052,559

2,643,263 2,524,559

2,130,635 1,881,049

556,425 556,425
719,254 712,792

1,153,765

2,429,444 2,252,085

$37,962,045 $33381.183

$ 35.56 $ 32.40

$ 221,278 $ 192,055

$ 3-82 $ . 3.28

52,390 52.156

1,183,678 1,249,035

1,086,697 1,194,768
335,231 260.076

$10,560,988 $10,322,608

$ 7,153,245
1,356,775
229,101
650,000

$6,975,503

1,408,166

217,999

547,600

908,896 908,785
262,971 264,555

$10.560,988 $10,322,608

$ 66.19 $ 66.28

5,014,627 2,93U II

$ 85,029 $ 68,763

$ 4.80 $ 3.86

17,701 17,711

Risk-Based Capital Ratios

As of September 30, 1993 Republic New York Corporation’s risk-based core capital ratio was 15.92% (estimated) and
total qualifying capital ratio was 27.45% (estimated.) The ratios include the assets, risk-weighted in accordance with
the requirements of the Federal Reserve Board specifically applied to Republic New York Corporation arxl capital of
Safra Republic Holdings S.A. on a folly consolidated basis. Total assets exceed US$ 40 billion and total capital,

including minority interest and subordinated debt, exceeds US$ 4.0 billion,

.

Republic New York Corporation
Fifth Avenue at 40ih Street
New York, New York 10018

Safra Republic Holdings S.A.
32,boulevard Royal

2449 Luxembourg

Banking Locations
Geneva, Gibraltar, Guernsey, London, Lurano, Luxembourg, Milan, Monte Carlo, Paris, Zurich, Beverly Hills, Cayman Islands,

Liw Angela, Mexico City, Miami. Montreal, Nassau, New York, Buenns Aires, Caracas, Montevideo, Funtn del Eace,

Rmde Janeiro, Santiago, Beirut, Beijing, Hong Kong, Jakarta, Singapore, Taipei.Tokyi

Manifesto appeals for revolution

Volvo’s 66-page document offers a radical
Caniegy

' ^
beyond the proposed merger with Renault, writes nu* _
T ToIvo seems undeterred yQ|vois new structure* .V olvo seems undeterred

by the growing clamour

in Sweden over the pro-

posed merger of its car and

truck operations with France’s

Renault. Yesterday, the group

said it was asking its

shareholders to approve revo-

lutionary changes in the shape

of the country's biggest and
most famous manufacturing

group.

The 66-page information leaf-

let circulated to shareholders

contained much about the Ren-

ault deal
However, It also amounted to

the clearest exposition to date

of Volvo’s strategy involving a
radical restructuring in which
the proposed Renault merger is

a vital, but not exclusive ele-

ment.
When shareholders gather in

Gothenburg on November 9 to

vote on (he Renault agreement,

they will also vote to approve
Volvo's terms for acquiring

100 per cent control of Branded
Consumer Products, the food

and drinks operations of

Procordia, a conglomerate
jointly controlled by
Volvo and the Swedish govern-

ment.
Under a complex deal struck

earlier this year with the state.

Volvo will become the sole

owner of BCP and hold a mini-

mum 25 per cent interest in

Pharmacia, Procordia’s big
pharmaceutical operations,
after the Swedish government
sells off its Procordia
holdings.

If these transactions go
ahead, Volvo's profile will be
transformed.

Its traditional role as a car,

truck and engineering group
will become, in effect, an arms-
length investment and its big-

gest direct involvement will be
in the production of beer and
soft drinks, food products and
matches.
"A new Volvo group, with

considerably improved divi-

dend capacity, will be formed,"
wrote Mr Sdren Gyll, the
chief executive, in the
leaflet

"The competitiveness of the
automotive operations will

increase. Volvo will gain con-

trol over a large, profitable

consumer products operation
with development potential,

a favourable cash flow
and a moderate Investment

Auto Industry

Renault -Volvo

RVA
(35%)

(Includes all of

Renoirs and
Volvo's car.

truck and bus
operations)

Engineering

AB Volvo Penta

(10096)
(Marine and

Industrial engines}

Volvo

Rygmotor

(100%)
(Awo engines)

VME Group

(50%)
(Construction

equipment)

BCP
Branded

consumer
products

(100%)

Swecfish

Match

Beverages

Pharmaceuticals

Pharmacia

(27.5%)

Kabi

-Pharmacia/Fice

Biotech

,
(instruments and

Chemicals
suppliers)

Invest
(MJsceNanaous
Siiwidfemes)

*
, : . 'ftft y‘ •
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'Alter Renault merger and acquisition of Procardia's BCP
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'

AB Gustos
!

(26%) . j

(Investment ,
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,

Investment
ABCardo

urn
(trwesSTwjnl

carom?)
" 1

AB Catena
07%)

(Trading Group)
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Hertz -
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12696)
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intreswmwr

(•>3%)
"

Pletadd
Real Estate :

(2596)

“Alfred Bag
Holding

(100%)
iSlocfcbrakgj

Synergos
(30%)

(Securtiis

titanagefneiil)

requirement," Mr Gyll wrote.

Cash flow and investment
costs are two of the important

factors behind the restructur-

ing. Volvo says securing a
stand-alone future in vehicle

production would cost up to

SKrSbn ($lbn) in capital invest-

ment.
Meanwhile, Volvo has esti-

mated. on a pro forma basis,

that in the first six months of
the year the inclusion or BCP
would have produced positive

cash flow of SKr400m, com-
pared with a negative SKr200m
if only the Renault merger was
envisaged.

However, these arguments
have not persuaded those
Swedish sceptics who doubt
the strategy of Volvo increas-

ing its role in food and phar-

maceuticals and who remain
unconvinced at least by the
terms of the proposed merger
with Renault
Pro-forma income statements

In yesterday’s leaflet for
the merged Renault-Volvo com-
pany show some short-

The COOPERATIVE BANK

£75,000,000
Subordinated Floating Rate Notes 2000

Holders of Floating Rats Notes of the above Issue
are hereby notified that for the Interest period from
26th October, 1993 to 26th January, 1994 the
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term reasons for this.

Volvo estimated that in the

first six months of 1993, Ren-

ault-Volvo would have pro-

duced pre-tax profits of

FFr320m ($56.5m) on sales of

FFrU92bn, scarcely more than

the SKr3S0m in profits Volvo
produced on sales of a little

more than one quarter of the

merged company.
Volvo quoted a less-than-en-

thusiastic opinion from Credit

Suisse First Boston that the

Renault merger was “finan-

cially reasonable" from the

point of view of Volvo share-

holders.

C ritics continue to sug-

gest that, in effect, an
improving Volvo, which

will have a 35 per cent share in

the new company, has been
undervalued in the merger
with Renault, which has suf-

fered a sharp decline in profits.

They complained that the
information leaflet gave no
indication of what values were
put on Volvo’s and Renault’s

respective assets when the deal

was negotiated.

Mr Pchr GyUenhammar, the

Volvo chairman, wrote only:

"ft is important to recognise

that short-terra fluctuations in

results have had little impact

on agreed values."

The leaflet said Volvo would

initially value its 35 per cent

holding in the merged com-A*

pany at SKr22.6bn, but it gave"
no estimate of the present

t

value within the existing Volvo.

«

structure of the car and truck
"

operations.

Mr GyUenhammar insisted ; .

the share structure meant.
Volvo “should have a major
influence on the shaping and
destiny of the new company”.
But he offered nothing new on
the other important Swedish
concern - the present and
future role of the French state

in the merged company -

beyond repeating his faith in

the French government's com-
mitment to privatise Renault
soon.
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DOING BUSINESS
IN RUSSIA?

Save time, effort and money at the start
All foreign companies wishing to conduct
business in Russia need to register there. In
Moscow, registration is handled by the Moscow
Registration Chamber. Fortunately, this process
-can be relatively quick and easy, thanks to
Financial Izvestia which is now offering the
Moscow Registration Chamber's own Guide to
Registering Companies in Moscow. Written in
English and in collaboration with the
international law firm, Salans Hertzfeld &
Heilbronn, this invaluable Guide

Enables you to select the most suitable legal
structure for an enterprise

Supplies checklists so you avoid common
mistakes when registering

Provides sample registration forms and letters
to obtain the relevant authorisations

Lists addresses and contact details ofkey
agencies in Moscow

Much of this information is simply unavailable
elsewhere and will be of real practical everyday
use to anyone intending to do business in Russia,
as well as legal, financial, accounting and other
advisors.

The Guide to Registering Companies in Moscow
is arable exclusively from Financial Izvesfa-
to order your copy, see below.
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INTERNATIONAL COMPANIES AND FINANCE

RJR Nabisco income falls 58%
By Karen Zagor in New York

fr^JJJ®1500* nwnu&cturerof Winston and Camel ciga-
jettas, yesterday unveiled a 68SS^ taMr4<'mter

shaip decline reflects
the impact of price wars with
its mam rival Philip Morris

^
ut Wall street was prepared’

for the downturn and shares
held steady at 55%.
Netmcon&e in the quarter

was $76m, including a one-time&m of $2m on sales which fellU per cent to $3.6bn. A year

t^P^L*** earned 5175m,
including one-tune charges of
570m, on sales of $4bn.

earnings per share
tumbled to 4 cents from 13
cents, while operating income

S"®*4£Per cent to 3431m
*«>m 3783m.
The company warned it

would take rigntwrwnt chargesm the fourth quarter
to cover cost-cutting and
other performance improve-m e n t
measures.
RJR had warned of a 43 per

cent shortfall in operating
income from US tobacco
operations for the whole of
1993 and the third-quarter
results were exactly as most
analysts hgd predicted.
Mr Charles Harper, chair-

man and chief executive, «aM
the company's earnings
showed the direct impact
of lower tobacco prices in the

1

OS.

Stripping out domestic

tobacco results. RJR's third-
quarter operating income from
continuing businesses rose 15

percent
Overall, the group's tobacco

business posted sales of
$L87bn. down 20 per cent from
the $2.33bn reported in the
same period of last year.

Operating income before
amortisation of trademarks
and goodwill dropped 46 per
cent to 3382m from 3712m.
Internationally, operating

income before amortisation of
trademarks and goodwill rose
14 per cent on sales which
edged 2 per cent higher.

•

Gains overseas were more
than offset by a 84 per cent
plunge in domestic operating
income before amortisation of
trademarks and goodwill

US sales fell 29 per cent The
company blamed a less favour-

able product mix and lower
overall volume for the erosion,

in addition to discounted
prices.

The company's food group
saw sales rise 6 per cent to

3L73bn and operating income
for ‘ continuing businesses
before amortisation of trade-

marks and goodwill advance 10
per rent to $230m.
For the firstnine months,

RJR earned 5316m. or 23 cents

a share, against $2S6n, or 20
cents a year earlier. There
were one-time charges of
5110m in the 1993 period and
riinrgaa of in the Sflmfl

period of 1962.

Sales eased to JILlhn from
5ll.65bn.

Improvement
at Canadian
textiles group
By Robert GAbene
in Montreal

DOMINION Textile, the
Canadian-based integrated tex-
tile group, improved profits in
the first quarter ended
September 3a
The group is also planning

to expand globally in denim
,

interlinings and noxt-wovens,
its three largest business
sectors.

Domtex is completing a
US|l50m 10-year note issue
which, together with a
US$200m standby credit, will
bring its debt-equity ratio
down to near its target of
40:60. Jtaiter it plans a US
equity issue and a quotation
on a US stock exchange.

First-quarter net profit was
C$4^m (US$3-4m), or 8 cents a
share, up from C$3.6m, or 6
cents, on sales of C$301m,
compared wife C5295&L
Industrial fabrics did well

while interlinings declined
slightly. European Industrial
non-wovens performed better

and the Klopman workwear
unit posted an 11 per cent
sales gain, although nmi-gfaw

tightened.

AlliedSignal

advances 24%
By Martin Dickson

ALLIEDSIGNAL, the US high-
technology group, yesterday
reported a 24 per cent rise in

third-quarter net income,
helped by productivity
improvements-
The company posted net

income of 5168m, or 51-19 a
share, compared with 9136m,
or 95 cents, in the same period

of last year.

Net sales fell 4 per cant to

52£tm and were fiat when for-

eign exchange movements are

exduded. . .

Hie operating margin rose

to 02 per cent from BJ per

emit, and the return on equity

was 27.8 per cent, against 205
per cent

Strong competition pushes

Northern Telecom into loss
By Bernard Simon
in Toronto

WEAK DEMAND and fierce
competition in the North
American telephone switch
market contributed to a third-

quarter loss at Northern Tele-

com, the Canadian telecommu-
nications equipment maker.
The Toronto-based company

continued to predict, however,
that it would return to the
black in the fourth quarter.
Earlier this year Northern

announced a reorganisation,
including the loss of about
5,000 jobs. The third-quarter
loss of 533.7U1, or 13 cents a

share, compared with mming*
of 51102m. or 46 cents a share,

a year earlier. Revenues
slipped to 5L88bn from fOOBbn.
Revalues from central-office

switches, cable and transmis-

sion products all declined.

They were partly offset by
“good growth" in multimedia
communications systems.
Order input for the. quarter of

5234hn was 3 per emit higher,

while orders on hand rose by
almost a third to $4Albn on
September 30.

Northern broke a tradition

yesterday by not making its

chief executive available to

on the results. How-

ever, Mr Jean Monty said in a
press release that the company
was encouraged by growth in

its international business and

by strong revenue gains from
its fledghng wireless products.

Costs associated with the

restructuring, which were
taken in the second quarter,

drove the company to a
39S4£m loss in the first nine

months of 1993, compared with

earnings of 52803m last year.

The third-quarter results

were in line with analysts’
expectations, and Northern’s
share price rose 62 cents on the

Toronto stock exchange yester-

day to C$3550 at midday.

Chevron operating profit up
By Richard Waters

THE OIL price fall helped
boost operating profits ait

Chevron in the third quarter,

as higher margins on refined

products more than offset the

impact of lower prices on
exploration and production
activities.

One-off charges of $l4Sm -

mainly related to the rise in

the US corporate tax rate - led

to a fall in net income to
5420m, or $L29 a share, from
5467m or $L37 a share fee year
before.

Before special items, net
Income in both periodsjumped
to $S65m from 5410m.
US refining and marketing

income climbed to 5164m, from

569m, while earnings overseas

were up from 519m to 550m.

Lower oil prices accounted
for most of the improvement
Mr Ken Derr, chairman and
chief operating officer, the

company had cut operating
expenses by 14 per rant over

fee past two years, equivalent

to a saving of 51 a barrel

US exploration ami produc-

tion income foil to 5125m from
5251m as higher natural gas
prices foiled to make up far a
$3.94 foil in the price realised

for a barrel of ofi.

• Unocal, the Los Angeles-
hased energy group, lifted its

third-quarter earnings to 570m
or 25 cents a share from 5Um
or 1 cod: a year ago, boosted by
improved West Coast refining

and marketing operations,

Seoter reports.

Higher domestic natural gas

prices, lower worldwide explo-

ration expense and lower inter-

est expense contributed to the

improved results.

The quarter included a 514m
charge on the effect of the
higher federal tax rate on
deferred taxes. The 1992 quar-

ter included a |32m restructur-

ing charge. Third-quarter oper-

ating Mmfagg from petroleum
exploration and production foil

to 5101m from 5121m in 1992,

reflecting lower worldwide
crude oil prices and produc-
tion. fflghpr domestic natural

gas prices and production and
lower exploration expense par-

tially offset the drop.

US health groups sign supply deal
BAXTER International, the US
beathcare group, and Ameri-
can Healthcare Systems have
signed a five-year agreement
expected to be worth more
than 34bn in Baxter supplies

and services for American
Healthcare member hospitals.

AP-DJ reports.

The agreement renews a five-

and-a-half-year agreement
signed in August 1988 and rep-

resents an increase, of about 60

per cent ova- the 505bn pur-

chases of Baxter products
made by American. Health
Systems hospitals during fee

previous five years.

Axnerican Healthcare, based
in San Diego, California, repre-

sents more than 1,000 health-

care facilities in 47 states. The
new deal covers a wide range
of products, including Baxter's

entire range of medical and
surgical supplies, cardiovascu-

lar devices, and diagnostic
instruments and reagents.

Baxter provides intravenous

fluids and related products
under a separate five-year

agreement signed in 199L That
is expected to result in pur-

chases of up to 5500m in Baxter
intravenous products over the

course of the contract.

TWa announcement appears as a maftcr of recordonly
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Paramount
unveils new
joint-venture

TV network
By Martin Dickson
in Now York

PARAMOUNT Commun-
ications, the US entertainment
group which Is the subject of a
bidding war. yesterday
announced a joint venture
with television group Chris-
Craffc Industries to launch a
new US broadcast TV network.
The network, due to come

into operation at the start of

1995, would initially present
four

,
hours of original .pro-

gramming over two nights a
week. Paramount yesterday
described the venture as a
•fifth' national network”,
though its original program-
Ming WOUld Initially Ball far

short of the existing four -

ABC, CBS, NBC and Fox.

The Paramount and Chris-

Craft stations which will com-
prise fee core aflfflatei ot fee
new network reach some 27
per cent of US television

households.

The deal does not impinge
directly on the takeover battle

between Viacom, the cable

company making a friendly

5&5bn bid for Paramount, and
QVC Network, which has
launched a hostile offer worth
the same «mmmt
However, Viacom yesterday

welcomed fee Chrls-Craft deal,

which it described as “one
more example of the limitless

potential that makes the
fixture for Paramount-Vlacom
so exciting.”

The new network, would be
jointly owned and operated by
Paramount and Chris-Craft,

which holds 70 per cent of
BHC Communications, owner
of a group of eight TV
stations.

Paramount’s television

group is a leading producer of

programmes for the wgisHng

television networks and for
first-run syndication. It also

owns seven television stations.

The network’s four hours of

original programming would
feature the Introduction of
“Star Trek: Voyager”, an hour-
long series developing the

“Star T^ek” series owned by
Paramount It would acquire

additional original pro-
grammes from Paramount
other producers, but has yet to

decide on news programming.

Price rises help reinforce
recovery at US Steel
By Richard Waters
in New York

THE SUCCESS of US steel

makers in pushing through
price rises this year, together
with stronger itemawH for their

products, helped reinforce the
recovery at US Steel, the coun-
try's largest producer, in the
third quarter.

The company reported net
income of 536m. or 44 emits a
share, compared with a loss of
528m, or 48 cents, a year ago.
rWitrnnjng tiimmnnri at US

Steel helped parent company
USX report after-tax profits for

the period of 566m, compared
with a 54m loss in the same
period in 1992.

Raw steel production rose by
3 per cent to &&n tons. At this
level, US Steel said it was oper-
ating at 95 per cent of capacity,
compared with 88 per cent a
year before.

With higher prices, sales
rose by 12 per cent year-on-
year to $l.4bn.

‘ The figures were flattered by
the change in fee US corporate
tax rate, which led to a
one-off addition to income of
520m.

This was largely offset by a
farther $14m charge for inter-

est expense relating to a litiga-

tion judgment made earlier
this year and against
which the company is appeal-
ing.

USX also benefited from a 25
per cent rise in net income at
Marathon Group, its oil subsid-
iary, to $30m or to cents a
share. The figures were held
back by one-off charges, in part
to reflect the lower market val-

ues of the company's inven-
tory.

Lower oil prices and higher
margins in refining led to a
sharp increase in operating
income in the company’s
downstream operations from
S24m to 5146m.
Exploration and production

activities recorded an operat-

ing loss of 59m, compared with
a profit of $43m as a result of

$4 foil in oil prices over the
year.

Missile merger plan on target
By David Buchan bi Paris

and Dantof Green

MATRA, the French defence

company, yesterday confirmed
the rfaftn by Mr Dick Evans,
chier executive of British
Aerospace (BAe), that the two
companies were on target to

merge their missile businesses

by the end of this year.

BAe also confirmed the
report, saying that talks

between fee two companies
had made "significant prog-

ress” and that a deal by fee
end of fee year was possible.

In an interview published
yesterday in Les Echos, fee

French economic daily. Mr

Evans said that “we have
agreed on the structure of fee
business and the range of prod-
ucts” of the planned joint

venture.

The aim is for Matra, the
defence wing of Matra-
Hachette, the missiles-to-
magazines group, to merge
with BAe’s missile division, in
a joint venture.

Voting rights would be split

50-50, but fee ratio of share
capital and management con-

trol would reflect a valuation
exercise.

This should be completed by
the end of this year, Mr Evans
said yesterday.

The valuation involves the

two companies revealing the
state of their respective order
books to each other.

Mr Evans added that the
eventual aim of the merger
was to create “a big European
missile group”, with other
companies like the UK’s GEC-
Marconi possibly joining in
later.

However, it was only possi-

ble to have two founder compa-
nies; BAe and Matra, be said.

Talks by Matra and BAe on
merging their missile activities

started before Thomson, the
rival FTencb defence electron-

ics group, linked with Shorts,

the Belfast-based aerospace
group.

P&G posts earnings of $670m
By Martin Dickson

PROCTER & Gamble, fee US
consumer products company,
yesterday reported a 10 per
cent increase in first-quarter

net earnings, with volume
growth and cost cutting out-

weighing lower prices and
unfavourable exchange rate
movements.
The group reported net earn-

ings of 5670m, or 95 cents a
share, on net sales of 57-56bn.

compared wife earnings of
5610m. or 86 cents, on sales of

57.88bn in the same period of

last year, excluding special

1992 items. The figures were
broadly is line with Wail
Street expectations.

Mr Edwin Artzt, chairman.
Said that “despite nhallpnging
market conditions In many
parts of the world, the quarter

produced broadly-based vol-

ume growth by sector and
geography, wife good balance

between established and new
brands.

“Efforts to improve value for

consumers are receiving good
response, and several new
brand initiatives have been
productive"

The companysaid important

factors contributing to the rise

in earnings were strong unit
volume growth in the US and
international markets, lower
coats that more than offset the

impact of lower pricing, and
lower interest costs.

Unit volume was up 6 per

cent excluding fee company’s
discontinued juice and pulp
operations.

On a constant exchange rate

basis, net gamings would have
been up 17 per cent on a year
ago. Excluding exchange rate

changes and divestitures, sales

revenues would have been up 5

per cent
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This announcement appears as a matter ofrecord only.

o
unitas

Unitas Ltd

Rights Issue of

89,370433 A-Shares 16,800,000 B-Shares 9,642,036 C-Shares

Subscription Price: FIM 10

Issue Manager: Union Bank ofFinland Ltd

Adviser: Mandatum Sc Co Oy

Directed Share Issue of

30,000,000 A-Shares

issue Price: FrM 15.70

Issue Manager: Union Bank ofFinland Ltd

Adviser: Mandatum & Co Oy

International Offering of

11,676,350 A-Shares
on behalfof certain shareholders

Offer Price: FIM 15.35

Lazard Brothers & Co., Limited

Cazenove & Co. Kleixzwort Benson Limited

Union Bank of Finland Ltd

October 1993

This announcementappears as a matterofrecord only.

BANK OF BEIRUT &THE ARAB COUNTRIES sal

BANQUE AUDI sal

BANQUE DU LIBAN ET D’OUTRE MERsal
BYBLOS BANK sal

FRANSABANK sal

US. $45,000,000
Credit Lines

l'or private sector projects in Lebanon

Arranged by

International Finance Corporation
(A Member of the World Dank Group)

U.S. $30,000,000
Provided by

International Finance Corporation

US. $15,000,000

Provided through participations

in the 1I*'C loans by

Banque Franchise du Commerce Ext£rieur

Banque Paribas

Nedcrlandsc Finartcicrings Maatschappij voorOntwikkclingslanden N.V.

IF(§
July 1993

s%>ifi&Bank
Australia andNew Zealand
Banking Group Limited

Australian Company JVumfw 005 357 52

2

(Incorporated with lanital liabilitym die Sure ofVictoria, Australia}

U.S. $250,000,000
Subordinated Floating Rate Notes due 2000
ofwhich U.S. $140,000,000 is being issued
as the InitialTranche and U.S. $70,000,000

is being issued as the Second Tranche
Notice b hereby given that for the Interest Period 26th October, 1993

to 26th April. 1994 the Notes will carry a Rate of Interest

of 3.375 per ccnr. per annum with an Amount of Interest of

U.S. $1,959.03 per U.S. $100,000 Note. The relevant Interest

Payment Date will be 26th April, 1994-

BankersTrust
Company,London AgentBank

SARAKREEK PARTICIPATIONS N.V.

ESTABLISHED IN CURASAO
NETHERLANDS ANTILLES

NOTICE of the Annual Genera! Meeting of Shareholders to be
held on November 22, 1993.

Notice is hereby given that the Annual General Meeting of
Shareholders of SARAKREEK PARTICIPATIONS N.V. shall be
held on November 22. 1993 at 3.00 o’clock p.m. local time at

the offices of the company at Pietenmaai 15. Curasao (NA.) to

approve the report of the Managing Director, the annual
accounts of the company for the financial year ended on
May 31, 1993 and to discharge the Management in conformity
with the company's articles of incorporation.

The official agenda ol the meeting may be inspected by all

shareholders at the offices of the company and is available

upon request

Amro Trust Corporation N.V.

Managing Director

Dated: October 27. 1 993

U.T.G.B. International

(Jersey) Limited

U^. $40,000,000

Floating Rate Guaranteed
Notes due 1996

for the Intense Period 26th
October. 1993 to 26rh April,

1994 the Notes will cany a
Rate of Interest of 4.875% per
annum, the Coupon Amount
payable per U.S. S5.000 Note
Will be U.S. $123.23, and for

the U.S. $100,000 Note will

be U.S. $2,464.58, payable

on 26th April, 1994.

Urolw the UiacmbumeSrocfc

QBwikenlnK
Coorproy,London Agamgeak

USD 100,000,000

KANSALLIS -

OSAKE -PANKKI

Subordinated Floating

Rate Notes doe July 1997

Interest Rate 3.625% pO-

Merest Period October 26.1993
•feffuary 26, 1994

Merest Amoutt due on
January 26, 1994 pa-

USO 10,000 USD 9284
USD254000 USD £31537

BwqpsGoioaUDoLnmawaa
riKnnsi.i.'Ujrrr. ssi'a.'.ira

Agent Bank

,NrEBNATIONALc5M^N£ES AND F.r.ANgS

Battle is

joined

for HK’s
dailies

J
UST weeks after million-

aire Mr Robert Kuok paid

$349m to Mr Rupert Mur-

doch for control of the South

China Morning Post (the Post),

Hong Kong’s leading English

language newspaper, its effec-

tive monopoly is to be chal-

lenged. Oriental Press, the

most profitable Chinese lan-

guage publisher in Hong Kong,
is to launch a new viwgiinh lan-

guage newspaper, the first in

more than a decade.
Mr Herman Hui. executive

director of Oriental Press, said

the group would be able to

launch a newspaper by the end
of December, but would not

Simon Davies
reports on a new
daily paper in Hong
Kong, planning to
challenge the
South China
Morning Post

proceed unless it was confident

it could break even within “a
few months". It has already
poached a significant number
of journalists from the Post
and appointed an editor.

The launch is linked to the
Post’s change of ownership,
which was seen as a political

move. Mr Kuok is a major
investor in China and an
appointed adviser to Beijing on
Hong Kong affairs; few
believed he would not change
the editorial policy.

By comparison. Oriental
Press Group’s main newspaper,
the Oriental Daily, is firmly
pro-Hong Kong's governor,
Chris Patten. Its move has
been encouraged by some gov-
ernment officials as a means of

encouraging a free press in
Hong Kong.
The group’s image as a sav-

iour of free speech is somewhat
tainted, however, by the fact

that its founder, Ma Sik-chun
and his brother “White Pow-
der" Ma Sik-yu. fled the colony
for Taiwan in 1977 and 1978, to

escape heroin trafficking

charges. The Ma family owns
70 per cent of Oriental Press.

Competition is seen as posi-

tive for readers, advertisers

and the freedom of the Hong
Kong press, but it could be
costly for the shareholders of

both companies.
Stakes are high- South China

Morning Post (Holdings) made
net profit of HK$494m
(US$63.9m) in the year to June
1993, almost exclusively from
the Post The daily paper has a
readership of only 238JW0. but
advertising rates reflect the
spending power of its top-flight

readership.

Oriental Press Group made
HK$420m in the year to March
1993, and boasts 1.63m readers
- one-third of the entire Hong
Koug newspaper market.
Despite supporting Mr Patten’s
democratic reform programme,
the paper is generally more
interested in gossip on the
local film industry's starlets.

M ost likely victim of
the battle is the
existing “second

paper”, the Bong Kong Stan-
dard. It has failed to break the
Post’s arm-lock on advertising
- despite under-cutting prices
- and it seems unlikely the
small market for English lan-

guage newspapers can bear
three products.

However, it is the Post’s

readership and advertisers that
Oriental is targeting. The Post
has promised a round of pay
rises to counter further staff

defections and the new man-
agement is keen to counter
suggestions that a change of
tack towards Beijing may anta-
gonise existing readers. Mr
Kuok said that the editorial

policy would not change and
the Post would remain “a Hong
Kong newspaper dedicated to

Hong Kong’s best interests".

Oriental Press would not
reveal how expensive its gam-
ble will be. It has the spare
printing and office capacity to
operate another newspaper at
little extra cost It also has a
net cash position of around
HK$500m, more than enough to
fund the salaries and the enor-

mous launch campaign.
But they are faring a formi-

dable adversary. In the mid-
1970s there were four English
language newspapers, but they

did little to damage the Post’s

earnings stream. It has
emerged as one of the world’s

most profitable newspapers.

Mr Kuok can afford to be rel-

atively sanguine. His enor-

mous influence in the local

business community will

ensure continued patronage for

his new project, whatever the

support for the new competi-

tor.

In addition, after 1997 he
could expect to be recom-

pensed by the government for

any adverse favouritism shown

in Hong Kong's dying days as a

British colony.

JR East stock soars 57.8% on

By Emlko Terazono

In Tokyo

SHARES in East Japan

Railway (JR East) soared 57.8

per cent above their initial

offer price when half the com-

pany’s shares were floated on

the Tokyo stock exchange

yesterday.

The stock was finally traded

at Y600.000 ($6,535) a share,

after remaining bid-only all

day.

The listing of JR East is the

biggest offering of a semi-

privatised company since the

$i6Qbn float of Nippon Tele-

graph and Telephone in 1986.

It is a crucial test of the mar-

ket’s strength ahead of flota-

tions for other government-

held companies, including

Japan Tobacco and the remain-

ing six regional railways.

Brokers hope that the suc-

cess or JR East wifi help

restore confidence among
retail investors, who have been

discouraged by last year’s

sharp drop in the price of NTT
shares.

Traders said that the rush of

buy orders dogged the Tokyo

stock exchange’s computers,

disrupting the processing of

orders. Two nlflton of the to

ir East shares held by sta®-

owned Japan National Railway

Settlement were listed

y
T^fficials said that JNR

Settlement had to inject more

than 500.000 of M*

shares into the market to deal

with the lack of sellers amid a

torrent of buyers.

Mr Masatake Matsuda, presi-

dent of JR East

gestions that the initial traded

price was too high.

He said that he believed the

market price had been

formed in a fair manner,

based on proper infbnnaBon.

Mr Matsuda Utt.Uttt

East would - maintain s!*
:

annual dividend of

However, he raised the ppB&
biliky of a dividend increase,

adding that he would and to-
compare the company's payout

ratio and dividend rate.wfih

those of other listed ncaapa-

nies. l.

In spite of the popularity g--

jr East, the overall Ttokye

stock market declined as Usves- :

tors sold shares to raise taxis

in order to buy the JR baie,

and the Nikkei index fell !£;
per cent to 20,023.60. .

•'
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General Motors to take S950m charge

By Martin Dickson

In New York

GENERAL Motors is to take a
$950m pre-tax charge against

third-quarter earnings to cover

arfotitinrifll costs from its pro-

gramme to close 21 redundant

manufacturing plants in North
America.
The news came shortly after

GM reached a new three-year

labour agreement with the

United Auto Workers union
which will sharply push up the

company’s pension costs, while

allowing it more freedom to

relocate laid-off workers to

new plants.

The company, which is to

report third-quarter figures

tomorrow, said the charge
resulted mainly from greater
productivity gains than, had
been expected when it first

made a provision for the plant

dosing programme.
THis meant fewer jobs would

be available within the group
for workers from plants that

GM was closing, which in turn

would push iq> its job security

costs. Under a long-standing
job security programme, GM
continues paying its workers
even after they have been laid

off
However, the company said

that even with the charge it

believed it could attain its 1993

financial goal for its North

American automotive
operations - to break even

before interest, taxes and non-

cash healthcare expenses.

Standard & Poor’s, the credit

information agency, said it had

revised its rating outlook for

GM to negative from stable

because of the new labour

pact.

It said the reported provi-

sions of the agreement would

not bolster the company's cost-

cutting efforts in North Amer-

ica, as had been anticipated.

GM*s market share perfor-

mance had been disappointing

in recent quarters. S&P said.

These factors heightened

uncertainty about the compa-

ny's ability to achieve mean-

ingful profits in North Amer-

ica, it added.
•'

• GM has ended a 2&monm
search for a strategic paring

for its locomotive group. It said

that it could not find potential

partners able to offer the kind

of investment needed -to

enhance the unit, Reuter adds.

The locomotive group, wl
' '

includes the electro-motive and?

diesel divisions, is based in

Ontario, Canada, and manufac-

tures locomotives and defence-

related products.

GM first announced that it

was looking for a partner for'

the unit in June 1991.

Amexco recovery continues
By Richard Waters
in New York

THE TURNROtJND at
American Express engineered

by Mr Harvey Golub, chair-

man, continued in the third

quarter as the financial ser-

vices group's core travel-

related services business main-
tained the earnings momentum
of the previous three months.
The group also benefited

from Wail Street's strong per-

formance. Its Lehman Brothers
investment banking unit
recorded a rise in net income,

to $114zn from $95m the previ-

ous quarter, driven by a 77 per
cent increase in its income
from making markets and
other principal transactions.

Net income at American
Express for the three mouths
to the end of September
reached $430m, or 83 cents a

share, compared with a loss of
$204.7m (after a one-off
restructuring charge of $492m)
a year ago.

The figures were lifted by a
net benefit of $23m from the
rise in the US corporation tax
rate, which led to a one-off

adjustment to deferred taxes. It

said this benefit was offset by
costs from tiie early repayment
of some debt
Net income in travel-related

services rose to $236m, from
8234m the previous quarter
and a loss of 8187m the year
before.

Gross revenues fell 2 per
cent ova: the year to $2.1(%n,

due to a foil in the discounts

charged to merchants for

accepting American Express
cards and a decline in card
fees.

However, provisions for
credit losses fell by nearly 30

per cent, to $3T5m. The number
of cards in force continued to

fan, to 34.2m from 35.1m a year

before, though the amount of

business billed to cardholders

during the period, at $30£bn,

was up 4 per cent
Gross revenues (net of inter-

est costs) at Lehman Brothers

rose by a third, to $885m, as
Iniyimp from principal trading

jumped sharply to $42lm.

Investment banking reve-

nues advanced by 34 per cent

to $186m, while commissions
grew by a fifth to 2126m.
Other businesses continued

to show improvements in oper-

ating performance. Net income
at IDS. the investment manage-
ment and advisory arm. rose to

$96m from $80m on higher fee

income, while after-tax profits

at American Express Bank
climbed to $27m from a loss of

$30m the year before.

US bank
advances

to $48.5m

US-Japanese
diesel engine

deal revealed
By Andrew Baxter

CUMMINS ENGINE of the US
and Komatsu, the biggest Jap-

anese construction equipment
group, yesterday announced
details of their collaboration

plans in diesel engines. The
deal was originally revealed in
February.

The companies will be form-
ing two joint ventures, one of
which will be named Komatsu
Cummins Engine and located
at Komatsu's Oyama plant in
Japan. It will produce Cum-
mins’ small ^series, used by
Komatsn in construction
equipment and sold by Cum-
mins in Japan and Asia. This
Mil allow the US company to

increase its presence in the
growing Asia-Pacific region.

The second venture, Cum-
mins Komatsu Engine, will be
sited in Cummins' plant at
Seymour, Indiana, and pro-
duce Komatsu’s large 30-litre

engines for Cummins to sell

worldwide.
Production at both ventures

will begin by 1996, with
annnal output expected to
reach 40,000 engines at Oyama
and 2,000 engines at Seymour
by the end of the decade.
The link-op between the two

companies Is one of the most
important in the world diesel

engine industry. It allows both
companies to extend their
product ranges and cat costs
by sharing R&D and eliminat-

ing areas of duplication.

Ovens closure costs

Inland Steel $20m
INLAND Steel of the US is to

take a pre-tax charge of about
$20m in the fourth quarter due
to the closure of four coking
batteries at the No 2 Coke
Plant at the Indiana Harbour
Works, Reuter reports.

The batteries’ coke ovens,
used to bake coal into fuel for

ironmaking blast furnaces, will

be shut in December. About
461 hourly workers and 33 sala-

ried employees will lose their

jobs, and the company said
they would be eligible for sup-

port services, certain benefits

and retirement options.

The four batteries are
Inland’s only remaining coking
facilities. All the coke battery
shutdowns are due to the same
combinations of circum-
stances, including the inability

to meet emsting and future
environmental regulations and
the decline of the oven perfor-
mance.

• PhiUlps-Van Hensen, the US
clothing and shoes group, will

incur a one-time charge, net of
tax, of $1222m, or 45 cents per
share, for its fourth quarter
ending January 31, as part of
its plan to redeem senior debt.
Renter reports.

The group said it planned to
issue $100m of debentures, due
2023, and use the proceeds to
redeem the company’s out-
standing 11.2 per cent Senior
Note, due 2002. The note was
issued to the Prudential Insur-
ance Company of America.
With cash from working cap-

ital, the proceeds will also go
towards redeeming outstand-
ing 9.93 per cent Senior notes
due 1997, issued to Teachers
Insurance and Annuity Associ-
ation of America, the company
said.

Goldman, Sachs and Com-
pany and BT Securities Corpo-
ration will be the underwriters.

MARINE Midland Banks, the^T

US bank which is an indirect-

ly-held, wholly-owned subsid-

iary of London-based HSBC
Holdings, yesterday reported

an increase in net income in

the third quarter, agencies

report

Income for the period
advanced to US$48.5m and to

S127.8m for the year to date.

This compares with net
income of $29.9m and $7&5m
for the corresponding periods

in 1992.

The bank lifted net interest

income to $189.2m for the
quarter, from $173.7m last

time, mainly because of
favourable margins and
increased credit card assets.

Other operating income for
the quarter declined to $50JSm,
compared with 382m for the
same period in 1992.

“This decline is primarily
attributable to a one-time gain
from the sale of mortgage-
backed securities in the third
quarter of 1992, and decreas-
ing amounts of fee income
from securitised credit card
assets and mortgage servic-
ing,” the bank said.

Marine's tier one risk-
weighted asset ratio increased
to 9.85 per cent for the third
quarter, compared with 9.29
per cent for the third quarter
of 1992.

The bank's total risk-based
capital ratio was 16.76 per
cent in the third quarter,
compared with 17.09 per cent
for the third quarter of 1992.

%

Computer groups link
NATIONAL Semiconductor of
the US has entered a technical
and marketing partnership
with Novell, the US software
group. Renter reports.

National, a leading computer
chip maker, said that it was
going into the end-user net-
working market with a set of
products which had just been
launched.

Earlier, Microsoft and Cisco

Systems of the US announced a
similar alliance to expand
networking options for end-
users.

Mr Ray Nootda, Novell’s
chief executive, said that Nov-
ell and National would provide
customers with network solu-
tions that set new standards
for technical Innovation, com-
patibility, ease of use, and
price.

CONTRACTS & TENDERS

To the Holders of

Floating Rate
&&onBnat8d Capital Holes

Doe 1393
COSIP 066856 B69

Nni^
I?Ua^to **? Provi3ion ofthe

“!u!nded by

September 30, 1987,6*
«tefor the period from October 26.

£atastisss=3
SSTOtfaSBB
Principal amount of the Notes-

***** Bank,®
Calculation Agent

October 22, 1993
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ALBANIA
MINISTRY OF FINANCE ANDECONOMY

CASH REGISTERS INVITATION FORBIDS
The Ministry of Finance and Economy has received a fund from the
Albanian Government and the Cabinet of the Minister of Finance and
Economy invito now scaled bUfc from eligible bidden for supplying Cash
Registers as follows

The total scope of ihe supply will be 15,000 noils, to be delivered in
several instalments, the first of which will be 4,000 unfa
Coal of bidding documents: USD 200- Bid snbmbslon deadline and public
bid opening date: 3/12A993. L2JXJ Midday.
Bidding documents are sow available at the Cabinet of the Ministry of
Finance and Economy, and can be obtained from the same on submission
of a written application and upon payment of the mentioned not
refundable fee in cash a the same Cabinet or into account No. 101/030
maintained by the Ministry of Finance and Economy at the National
Commercial Bank of Albania, Tirana, Albania.

Further information can be obtained from:

THE CABINETOFTHE MINISTER
MINISTRY OF FINANCE AND ECONOMY
CHIEF OPCAB1NBT
Mr. NHwCEPIKU
Fwc +155 42 43422

(UK) LW announce the death of Jnhnot
8 311(1 8taff of Tradition

4th October. John was r,,__^.PP°H who passed awav cm
if*

on
company and wfll

be sorely missed bTlfiSS*0 ?rector * *9
ytad jttTK-ftTi-

known In both the banana ^ financial community
’

sympathies Sre^xteSdSdta* S?*"0 ext
daughter Louisa and their familleK « £?-

John 8 wl,e Hltay, their

[
.mtmorMwnflcaiB #, ctofSft SJi’JJj *?* 6™ ** B^ r63pGct

personal
„
^UVBSSESforsauj

0710784700
****“* MOW «. D71&73 3301

071 imuoM
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Matsushita and Sharp
down sharply at midterm
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By WcWyo Nakamotom Tokyo

Electric
“dustnal and Sharp, the Japa-
nese consumer electronics

SSWJELWfe reI»rt sharp
rails xa first-half profltk.
Matsushita confirmed expec-

tations of a substantial deterio-
ration in its first-half business
by reporting a 43 per cent foil
jnpre-tax profits to Y29.7hn
(*280.2m) from Y52Jbn.
The company blamed the

continuing weakness of con-
sumer demand, and slow recov-
ery In its other main markets
for the poor parent company
results. Sales lor the half year
were 6 per cent down to
Y2,147bn.

Matsushita was particularly
hard hit by an unusually cool
summer, which, not only
depressed demand for air con-
ditioners but also dampened

consumption overall. Mean-
while. the yen's appreciation
against major currencies
Including the US dollar.
D-Mark and Asian currencies
resulted in a first-half loss of
YSbn.
Domestic sales were down 7

per cent while exports suffered
a S per cent decline. Of Matsus-
hita's separate product catego-
ries, sales of video equipment
fell 11 per <?*»* and wrftn prod-
ucts 6 per cent Home appli-
ances, including air condition-
ers, registered the largest fall

among product groups of 17
per cent
On the other hand, sales of

rice cookers which use induc-
tion heating and combined TV/
VCR units were buoyant
Matsushita, which is looking

for growing second-half
demand for its thin tvs
wide-screen TVs, is forecasting
full-year profits of Y63bn, down

33 per cent, on sales of
YLSSOhn. a 4 per cent fell from
the previous year.

Sharp, meanwhQe reported a
23 per cent Ml in first half

pre-tax proflts for many of the
same reasons that affected
Matsushita. Pre-tax profits

came to Y20.2bn, a decline of

23 per cent on sales of575.2bn,

down 1.4 per cent firoan the pre-

vfousyear.
The company. which has

been building up expertise In
liquid crystal displays and
flash memories, saw its exports

rise 1.5 per cent during the
period.

Sharp is forecasting stable

sales for the full year at
Yi,i50bn and pretax profits of

Y41bn, down 8 par cent The
company does not expect the
Japanese economy to recover

easily due to an expected
increase in imemployment and
continuing yen strength.

Dai-Ichi Kangyo cuts forecast
By Emilco Terazono

DAI-ICHI Kangyo Rank, a
leading Japanese bank, halved
its interim pre-tax estimates
yesterday due to Mgher-than-
expected write-offs for bad
loans and a Dali In Income due
to lower profit margins.
Other banks, which are due

to announce their half-year
results at the end of next
month, are expected to follow
suit, as -an Increasing
number of corporate borrowers
are becoming unable to pay
bade loan interests amid the
prolonged economic slump.
This is forcing the hanks to

write off &e bad loans.

Combined bad loans at 21
leading banks stood at
YL2,770bn at the end of last

March, and industry analysts
expect the figure for end-Sep-
temher to have risen to around
mooobn.
At the same time, revenues

at the banks have been
squeezed by a slump in tend-

ing. For the first six mouths to

September, the outstanding
balance of loans -at 11 leadfog
commercial banks foil by 0.6

per cent to Y222^00bn, its first

Ml on record.

DKB halved its pre-tax profit

for the first hah to September

from its original forecast, to

total Y20bn ($l84m), down 56.8

per cent from the.yaar-ago fig-

ure.

Ordinary income for the first

six nwntf« is expected to Ml
17.2 per cent to Y1^90bn,
instead of Yl^OObn. The bank's
aftertax profits are expected to
foil 443 per pent to Ylfibn
instead of the earlier fore-

casted Y24bn.

For the foil year to March,
DKB expects pretax profits to

phmge 62.1 per emit to Y40bn
on a 153 per cent Call in ordi-

nary income to Y2£00bn. After-

tax profits are projected to
dedine 39.6 per cent to Y32bn.

First-half

profits at

Fanuc
plunge 28%
By EknHco Terazono
In Tokyo

SLACK sales of industrial
robots to the motor Industry

were blamed for a plunge in

half-year profits at Panne, the
world’s largest machine tool

manufacturing equipment

Unconsolidated pre-tax prof-

its for the first six months to

September Ml 283 per cent to

YlLtita ($1094m) on a 9.7 per
cent decline in sales to
Y563bn.
After-tax profits fell 29JS per

cent to YfLflm.
Sales at the robot division

tumbled by 23 per cent to
Y14bn. Industrial robots for

the ante Industry accounted
for 50 per emit of total robot

sales, down from the previous

70 per cent
Factory automation equip-

ment declined 11.7 par cast to

Y333hn. However, exports to
Triwan and South Korea were
brisk, pushing Panne’s export
ratio above 40 per cent for the

first time.

During the second half of
the year, the company will
focus on sales at plastic injec-

tion molding machines, the
only item to produce firm
profits.

Plant and equipment invest-

ments for the second half will

fall by 50 per cent from the
previott year, the company
ftald.

'

For the tall year to March,
Panne expects non-consoll-
dated pretax profits to fall

273 per cent to Y2l3bn on a
10.1 per cent derifae in sales

to Yl05.7bn.

NEWS DIGEST

Upjohn sells

Florida unit

UPJOHN, the" US
pharmaceuticals company,' has
signed a letter of intent with
Terra Industries for Tana to

purchase the assets and busi-

ness of Asgrow Florida, an
Upjohn subsidiary, for undis-

closed terms, Renter reports
Upjohn said the proposed
transaction is far the purchase
of Asgrpvv Florida only and

does not inWnrto the agronomic
or vegetable seed portions of

Asgrow Seed Company.
Asgrow Florida distributes

agricultural materials includ-

ing chemicals, seeds and speci-

ality products with 12 stores in

Florida and one in Georgia

S A Brewing plans

to change its name

S-A. BREWING Holdings, the

Australian bewer. it planned to

rename the company South-
corp Holdings and to introduce

a new logo. Renter reports

from Adelaide.

The company said the pro-

posed new name reflected its

origins and its diversification

ATfrt prp»m«rtfm in Australia and

overseas, ft began in brewing
and hotel ownership but has
since become a wine producer
and a manufacturer of water
heaters, appliances and pack-

aging. It sold its brewing and
hotel assets in August
SLA. Brewing said it would

seek shareholder approval for

the uame change at its annual
meeting on.November. 25.

Nippon Colombia
cots jobs after loss

NIPPON Colombia, the loss-

making audio and video equip-

ment maker. Is to cut jobs by
about 10 per cent from the cur-

rent 1350 workforce by March
next year, a company spokes-

man said. Renter reports from
Tokyo.
Nippon Colombia also

revealed yesterday a parent
company first-half loss of

Y266m, compared with a
Y1.59bn loss a year earlier.

Indian inquiry puts reforms to test
Stefan Wagstyl on the country’s biggest corporate takeover plan
T NDIA'S Monopolies and slon's first maim probe since employers’ organisation. “restrictive trade nractiiNDIA'S Monopolies and

X Restrictive Trade Practices

Commission yesterday
Started a public «nrnnlilftfon of
the country’s biggest corporate

takeover plan in a hearing
which is being seen as an
important test of the effective-

ness of the government's eco-

nomic reforms.

The inquiry concerns propos-

als by Hindustan Lever, the
forWan gnhufrNary of Unfliavar,

to acquire Tata Oil Mils Com-
pany (Tomco), an affiliate of
Tata, India’s largest industrial

grouping, and a large producer
of anana and detergents.

Before Mr P.V. Narasimha
Rao, the prime minister,
Iwinfthwl the ffiffwliBitinq pm.
gramme in 1991, the monopo-
lies commission was a power-
ful VnatmmpfTif Of the
raj - the panoply of economic
controls developed in post-in-

dependence Tnriifl, The inquiry
into the Hindustan Lever-
Tomco deal is the commis-

sion's first maim- probe since

Its powers were curbed by
changes to Monopolies
Restrictive Trade Practices
Act The handling of the case
will be a significant indication

of how reforms are being
implemented.
Hindustan. Lever’s takeover

of Tomco was announced hi
March anH approved in. June
by shareholders of both comp*
nies but it has still to complete
its passage through legal and
official reviews. Under Indian
law, companies wishing to
maim acquisitions mogt regis-

ter them in court Would-be
opponents are given the oppor-
tunity to file protests.

.

Hindustan Lever’s plans
have been opposed by one of
its in-house trade unions, the
Maharashtra Girini Ramgar
Union, (which represents about
30 per cent of the employees),
and by the Maharashtra Small-

Scale Soap Manufacturers
Association, a small-scale

employers’ organisation.
Ike trade union is worried

about the potential Impact of
the merger on jobs and the
small-scale manufacturers
association is concerned small-
scale producers might be
squeezed out of the market

B oth organisations have
filed protests against
the merger in the Bom-

bay High Court and the
Monopolies and Restrictive
Trade Practices Commission
(MKTPQ-
In its case to the MRTPC, the

trade union concedes that
amendments to the anti-mo-
nopolies act have ended blan-
ket restrictions on large groups
carrying out takeovers or mak-
ing other investments which
would substantially increase
market share. However, the
onion argues that the proposed
acquisition of Tomco by
Hindustan Lever would
infringe rules still in force on

“restrictive trade practices”.

It claims the acquisition
would create a group with
nearly 80 per cent of the
national market in toilet soaps
and 90 per cent in detergent
This would distort competition
with “disastrous” results for
consumers and cuts in employ-
ment in the industry.
Hindustan Lever says the

union's figures are exagger-
ated, claiming that its market
share in soaps^ detergents
would rise from 25 per cent to

30 per cent after the merger. It

argues that the deal will “bene-
fit all".

Hindustan Lever hopes that
the commission will finish its

deliberations soon, before
December 15, when the Bom-
bay High Court is due to con-
sider the merger. Hindustan
Lever officials believe that a
positive verdict from the
commission will help the
court to deliver a favourable
verdict

SA apparel group climbs 22%
By Phfflp Gawtth
In Johannesburg

EDGARS, the clothing,
footwear and textiles group hi

the South African Breweries
stable, overcame a difficult

operating environment to
increase attributable profit by
22 per to mooAn (paom)
in the six months to Septem-

ber, compared with R82Am a
year ago.

With the market growing
during this period at an esti-

mated 9 per cent, Edgars
gained market share with turn-

over growing at 18 per cart to

reach RL65bn, compared with
RIALbn last time.

Selling prices, however, wore
deliberately reduced to com-
pensate customers partially for

a 40 per i*nt increase in the

rate of value added tax - to 14

per cent from 10 per
cent
As a result, operating profit

rose by only 5 per cent to

R20L2m, from R194.4m a year

ago. Lower finance charges
and a drop in the effective tax
rate helped boost attributable

namings
The dividend was increased

by 18 per cent to 45 cents per

share, from 38 cents, on a 20
per cent increase in earnings
per share to 195 cents, from 162
cents.

Mr George Beeton, chief
executive, said assuming that

there was no major deteriora-

tion in the socio-political envi-

ronment, sales and profit
growth for the full year Bhould
match the first baif.

A divisional breakdown of
earnings shows that Edgars
contributed R8G.lm, compared
with R68.6m last time, and
Sales House R223m, compared
to R18.1zxl Jet made a R&2m
loss, against one of H43m.

Malbak registers 14% increase
By Phfip Oawhh

MALBAK, the industrial

conglomerate in the Gencor
group, overcame difficult trad-

ing conditions to record a 14

per cent increase in earnings

to R374m ($89.5m) in the year

to August, compared with
R329m a year ago.

Turnover rose by 10 per cent

to Rllbn, and aithnugb gross
raargHnu were under consider-

able pressure, cost reductions

and productivity improve-
ments hrfppJ offset these con-

ditions arid operating income
rose by 7. per cent to
RfQOm.
Mr Chant Thomas, chairman,

said the results were “very
pleasing” seen against the diffi-

cult operating environment
He said the group was fore-

casting a modest increase In

earnings for 1994, but said pre-

dictions were extremely diffi-

cult given the huge changes

which lay ahead, including
South Africa’s first multiracial

elections.

Reflecting his cautious out-

look - Mr Thomas said it was
unlikely that there would be
any return to “sustained eco-

nomic growth” in the miming

year 7 the dividend was
increased by 4 per cent to 35
cents per share.

Earnings rose by 8 per cent

to 122 cents per share from 112

cents.

Fairfax

finalises

refinancing
By Bruce Jacques
in Sydney

JOHN FAIRFAX Holdings, the
Australian newspaper group,
has finalised an A$850m
(US$569m) debt refinancing
programme which directors

said would significantly lower
its interest costs.

A company statement yester-

day wtid the refinancing had
been achieved despite legal

action by interests associated

with Independent Newspapers,
the Irish media group headed
by Mr Tony O’Reilly, which
unsuccessfully hid for Fairfax

in 190L
The refinancing involves an

unsecured five-year amortising

facility of A$800m provided by
a syndicate led by National
Australia Bank and Including

Toronto Dominion Australia

and Sod£te G&n&rale Austra-

lia. It also includes a five-year

working capital facility of
A$50m provided by National
Australia Bank.
The facilities replace

arrangements with Fairfax’s

previous lenders.
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NEW ISSUE These secarihrs fwe nai been registered under the StairianAa of 1933 and may nof be offered or sold

la the Untied States absent regtarafkm or an applicable exemption from the registration requirements.

These securities having been previously sold, this announcement appears as a mater of record only.

U.S.S1 02,000,000

OCTOBER 7. 1993

Guangdong Investment Limited
(incorporated with limited liability under the taws ofHong Kong)

4Y*% Convertible Bonds Due 1998

These securities were offered internationally and in the United States

International Offering

U.S.$72 /000 /000 Principal Amount of Bonds

CS First Boston

Merrill Lynch International Limited

Deutsche BankAG London
Lombard Odier International Underwriters SA.
Peregrine Capital Limited

S.G.Warbnrg Securities

HG Asia Securities

Nomura International

UBS Limited

United States Offering

U.S.$30,000,000 Principal Amount of Bonds

CS First Boston



FINANCIAL , ,

WEDNESDAY OCTOBER 27 t9tl

European sector

INTERNATIONAL CAPITAL MARKETS

claws back losses in thin trading
By Conner Middofmaim hi

London and Patrick Hanrerson
in New York

EUROPEAN bond markets
clawed bade some of Monday’s
losses but ended narrowly
mixed in moderate turnover.
Flows were thin as investors

continued to digest last week's
round of rate cuts, and with
little fresh news expected this

week, most markets are expec-

ted to continue consolidating.

UK GILTS ended slightly

firmer as participants prepared
for today's auction of 6 per
cent gilts due 1999, nest year’s

new five-year benchmark.

G
—

—

BONDS

Despite its £3.5bn record size,

the auction is expected to go
smoothly, supported by firm
demand from overseas and
domestic investors. Expecta-
tions of near-term easing have
caused short to medium-dated
paper to outperform longer
maturities in recent weeks and
are expected to ensure strong
demand for the new paper.

Analysts are calling for a
bid-to-cover ratio of around 1.5

to 2 times and a tail - the
difference between the highest

accepted yield and the average

accepted yield - of around
three basis points. Late in the

day the bonds were quoted at

49& on a when-issued basis,

yielding &21 per cent

GERMAN government
bonds began the day on a
firmer footing after overnight

buying by Far-Eastern
accounts, but early gains were
eroded by profit-taking on dis-

appointment over preliminary

October inflation data and
D-Mark weakness following
last week's Vr-point cut in key

German rates.

The December bund contract

opened at MXL04, rose as high

as 100.24 and closed at 100.13,

up 0.05 point on the day.

While some see further

downside at the long end of the
yield curve, others expect it to

remain well supported. “I’m
pulling in my bear claws,” said

Mr Karl Haeling, head of Inter-

national Futures and Options
at Deutsche Bank, who expects

the technical uptrend to

remain intact. “While we are

in a consolidation phase. I feel

there are bigger chances ter a
break to the upside than to the
downside."

ALTHOUGH the French
franc strengthened slightly
against the D-Mark, French
bonds edged lower on the day,

pressured by the announce-

FT FIXED INTEREST INDICES benchmark government bonds
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xnent of new 5.5 per cent 10-

year bonds to be auctioned

next week. The notional bond
futures contract traded on
Matif fell 0.14 point to 12452.

JAPANESE government
bonds hit new six-year highs,

with the December JGB bond
futures contract rising 0.11

point from Friday to 113.98.

The rally was spurred mainly
by investors switching out of
stocks into bonds after the Nik-
kei stock Index fell by 286
points to 20,024 - perilously

close to the psychological

20,000 level.

Sentiment was also buoyed
by expectations that today's 10-

year government bond auction

would go well, despite the
expected increase in the issue

size to Yl.OOObn. from the
usual YSOObn.

THREE days of heavy sell-

ing at the long end of the US
Treasury market ended yester-

day morning when bond prices

posted modest gains in the

wake of a weak consumer con-

fidence report
In early afternoon trading,

the benchmark 30-year govern-

ment band was up & at 1035,

yielding 5585 per cent At the

short end of the market, the

two-year note was up A at 995,

to yield 3591 per cent
Treasury prices opened

firmer and held their ground in

positive territory, thanks to

news of a decline In the Con-
ference Board’s consumer con-

fidence index. The index,
which fell from 635 in Septem-

ber to 59.4 in October, indi-

cated that consumers remain
concerned about the weakness
of the economy, and cheered
bond investors, who had seen

prices plummet and yields soar

over the previous three days.
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Analysts said that most of

the buying was limited to deal-

ers, and that retail accounts

were staying on the sidelines

until the afternoon auction of a
record $16.Sbn in two-year

notes.

CANADIAN government
bonds slid sharply in the wake
of Canada’s national elections,

but later recovered to trade

only slightly lower in midday
dealings.

The strong performance by
the separatist Bloc Quebecois

sent initial shudders through
Canada’s currency and bond
markets, but prices stabilised

on remarks by the party’s
leader Lucien Bouchard that
he has no hidden agenda to

disrupt parliament
According to Mr Brian Hil-

liard, senior economist with
Sodete Generate Strauss Turn-
bull, “the key thing is that the
Liberal Party has an absolute
majority". He also said inves-

tors should, take comfort from
the likelihood that monetary
policy will remain unchanged

Strong Asian demand for Sweden’s $lbn FRN offer
By Antonia Sharpe

THE Kingdom of Sweden's
$lbn offering of global floating

rate notes (FRNs) dominated a
busy day of issuance in the
international bond market
Other issuers were reported

to be closely watching Swe-
den's three-year issue, the first

sovereign global FRN offering,

with a view to deciding
whether to follow suit
Joint lead managers Lehman

Brothers and J.P. Morgan said

a significant portion of Swe-
den’s deal had been placed by
the end of the day.

Strong demand from Asia
and tbe Middle East compen-
sated for a relatively disap-
pointing response from
Europe. The notes were kept in
syndicate overnight to allow
time to place them in the US.
The notes, which were priced

at the re-offer to yield nine
basis points below three-month

London interbank offered rate

(Libor), are expected to be
freed to trade today.

Asian investors were also
strong buyers of the $500m
five-year Eurobond offering

from Urban Mortgage Bank of

INTERNATIONAL
BONDS

Sweden, according to lead
manager Nomura. UMB is

well-known in Japan as a
result of its bond Issues in tbe
Samurai market, the domestic
Japanese bond market for for-

eign borrowers.

The bonds were priced to
yield 68 basis points over the

when-issued US Treasury due
1938 and the spread remained
unchanged during official trad-

ing hours. However, some trad-

ers said the spread widened to

73 basis points in th8 after-

market

Treasury Corporation of Vic-

toria tapped the pent-up
flpmanri for high-yielding Cana-
dian dollar paper with its

C$250m offering of 10-year
Eurobonds. There has been lit-

tle new issuance in the Euro-
Canadian dollar sector in the
run-up to Canada’s general
election.

TCV was thought to have
swapped the proceeds of the
issue into Australian dollars.

However, the lack of arbitrage

opportunities In the Canadian
dollar market might limit fur-

ther issuance in this sector,

syndicate managers said.

Volatility in the swaps mar-
ket was also hampering the
first Eurobond issue from
Trans Tokyo Bay, the Japanese
government-guaranteed
agency. The issuer is

thought to be looking to raise

$200m through an issue of 10-

year Eurobonds and swap the
proceeds into yen. IBJ

is arranging the deal.

Elsewhere, strong interna-

tional demand enabled Reli-

ance Industries, India’s largest

private sector company, to

Increase its six-year Eurocon-
vertible bond issue to $l40m

from an original $125m.
Reliance achieved a coupon

of 880 per cent, at the bottom
end of the indicated range of
3.50 to 4 per cent, and a conver-

sion premium of 12.06 per cent,

at the top end of the indicated

range of 8-12 per cent
Lead manager Morgan Stan-

ley said the issue had been
oversubscribed 10 times. The
bonds were trading at 106V4-

107'A yesterday, well above
their issue price of par.

HEW INTERNATIONAL BOND ISSUES

Amount Coupon Prtoe Maturity Foes Spread Book newer
Borrower m. % % bp
US DOLLARS
Kingdom of 3weden(a)* ibn (a) R9930 Nov.1996 RQ.1D - Lehman Bras/JP Marasi
Uitrat Mortgage Bk a! Sweden 500 55 R99.78S Ncn.1998 R0J30 Syf) Nairn MB.
Sendai Co.(bft 250 t 100 Nov.1997 225 • Data Europe
Commerzbank Over. Rrv(c# 150 & R100 Nov-ZOOS R030 - (Odder Peabody M.
Banque RarfcasfcB 125 (g) R99.625 Nov.2005 f»5G - MerrS Lynch IntL

Health Care Prop. Irwajdft 87 61 100 Nov-2000 250 - MerrS Lynch ML
Crete! Lyorote(h)t 50 (h) 04 Sep3005 (h) • Kidder Peabody ML
Cop, industrial SanMs 50 9.125* R993S2 Nov.1996 R13Q +450(W1 5yd Samuel Monfequ

FRENCH FRANCS
BSN(e}§ 914 3 100 Jao20Q2 Lazard Frerea

CANADIAN DOLLARS
Tteaa. Cop, of Victoria# 250 72fi R883S Nov3Q03 RQ3S S8gK%-03j Swiss Bade Cop.

Pinal lamia and non-caSabte unless stated. The yMd spread (over relevant government bond} at tench is sippfed by ihe toed
manager. ^Private placement §Convertbla $Wth equity warrants. tRcating rata note. tfSemi-annual coupon. R: bred re-offer price;
fees ere shown at the re-offer level a) Coupon pays 3-rnontfi Ubor -0.125%. b) Fixing; 1.11.93. cj Coupon pays 6-month Ltoor -

0.30%; mmkrxjni 5%, maxfrrxjm 8%. Subordinated issue. CQ Subordinated issue. issue carries S13m Gramsboe Option. Conversion
price $37,806. e) IntamaOonaf tranche of FFr3An deaf. I) Spread retains to Cenodtan On. Bond, gj Coupon pays 6-month Ubor -

0.25%; minimum 5%, maxrrmen 896. h) SubordVmed issue. Tranche of exfeffng Si50m deal. Coupon pays G-trrjrtf) Ubor - 02596;
minimum 596. madmum 896. Fees urKtedosed. Issue price variabfe. . .

Regulation of

OTC derivatives

satisfies CFTC
By Lamte Morse

in Chicago

THE USE of over-thfreounter

derivatives is expanding rap-

idly but the risks associated

with the transactions are

vastly overstated, and there is

no need for fundamental

changes in the way they are

regulated, the US Commodity

Futures Trading Commission

concluded in a report delivered

to Congress yesterday.

“After detailed analysis of

default and credit risks in

these markets we have con-

cluded there is no cape for

concern,” said Ms Shelia Bair,

gr-Hngr CFTC chairman. “How-

ever. we have identified sev-

eral areas where greater

co-operation between regula-

tors would be beneficial, partic-

ularly for sharing informa-

tion," she said.

The CFTC is the primary US

regulator of exchange-traded

futures and options, and last

year was given exemptive pow-

ers over off-exchange instru-

ments such as swaps. However,

Congress is still contemplating

how OTC derivatives should be
regulated. Tbe House banking
committee will hold a hearing

in Washington tomorrow to

discuss the issue, and the

CFTCTs recommendations.
Finding that the “systemic

and public policy issues

suggested by these products

are not confined to any single

market or the province of any

one regulator", the CFTc
report recommends an inter-

agency council offederal finan-

cial regulators he formed to

consider common approaches

to OTC derivatives.

The agoicy ducked sugges-

tions that its powers be messed

with its larger arch-rival, the

Securities and Exchange Conv

mission, saying such a.mager

-

would not address th*prob-||.

terns posed by derivatives deal-
"

ers not governed by either

In the report the CFTC for

the first time said that non-reg-

ulated subsidiaries of broker-

dealers might require a second

look by the govemment.Sev-

eral broker-dealers, including

Salomon Brothers, have setup

separately capitalised subsid-

.

iaries to deal in swaps this

year. These affiliates are sub-

ject to less regulation than

their parent companies or US
hnnifs dealing in swaps.

The CFTC study, conduc

with the co-operation of

Federal Reserve and the SEC.

said a top priority for an inter-

agency regulatory council

should be the lack of compre-

hensive information on the

OTC markets.

The absence of standardised

disclosure, pricing, and risk

valuation was also cited as a

concern, as was the fact that

end-users of OTC derivatives

may need to be better versed in

managing risks associated with

the instruments.

Amsterdam SE changes rules

By Ronald van de Krol

in Amsterdam

THE AMSTERDAM stock
exchange is to lower the
threshold for newcomers to the

bourse as part of plans to abol-

ish the exchange's “parallel

market” for smaller, younger
companies in early-1994.

Starting next year, new
bourse-listed companies on the
main market will need to
ensure that the total value of
shares tradeable on the
exchange is at least FI 10m.
This is well below the

bourse’s existing threshold of

FI 50m but above the FI 5m

minimum on the parallel mar-

ket. a separate market estab-

lished in 1982 for young compa-
nies. The parallel market,
similar to the UK's Unlisted

Securities Market, is to be inte-

grated into the main market
next year because it has failed

to attract sufficient investors,

particularly among institu-

tions.

Under rules published yester-

day, the exchange said existing

companies on the parallel mar-
ket will be able to move auto-

matically to the main market
provided they agree to comply
with the bourse's limits on
anti-takeover devices.

MARKET STATISTICS

FT/ISMA INTERNATIONAL BOND SERVICE RISES AND FALLS YESTERDAY
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COMPANY NEWS: UK
Andrew Bolger and Daniel Green on the softly, softly approach to a former force in the defence industry^bS Declining fortunes of Ferranti ssazzssftJS?™ or Ferranti
international would be acmrir

toaay the company s« a
software house and systemsm^rator with* 33aS

a £200m order book, a
P®J^ons surplus of more than
ElOOm, and shareholders funds
of roughly £55tn. ft has large

108868 ^at coULd
taxation.

Net debt is £85m_
Perhaps its most successful

business is the 5fc50 joint ven-
ture in sonar with French com-
pany Thomson-CSF, which has
?.
““tract to supply sonar for

the UKs Trident nuclear sub-
marine programme.

Ferranti also has an installed
base of customers for naval
command and control equip-
ment Customers include the
Royal Navy and the navies of
Brasil and South Korea.
In systems integration. It has

a business that has worked on
Saudi Arabia’s air defence sys-
tem and is still awaiting
confirmation of a £10Gm order
for a similar system for Bah-
rain.

Finally* it has a series of
small suppliers of training ser-

vices and components s»»»h as
fuses for immIHnn
The dismantling of Ferranti

*ras precipitated tn 1989 by the
discovery of huge fraud In
International Signal and Conr
tool, the US subsidiary which it
bought in 1987..

A secretive defence group,
the bulk of ISC’s business had
traditionally been in supplying
bombs and security systems in
the Middle East -

Ferranti's merger with ISC
in 2987 was hatiod as a natural
marriage, even if its motiva-
tion for Ferranti was haaicqpy
defensive. Both companies
were military electronics con-
tractors, but seemed to overlap
very little. With 59 per
cent of the combined group,
Ferranti’s control of it was
assured.

A new group thus eama into
being

,
with a market value of

Elba. It was hailed as a main
force in global defence Indus-
tries. with 26,000 employees in
a dozen countries and an
order book worth more than
£L5bn.

Ferranti International

Sham prieo.ftMnaa) .
" ' '

1078,73 80 8182 83 84 .85 88 87 88 89 90 91 . 92 S3

SotmOMiMg.
.

'

Two years later, Ferranti
revealed it had been the victim

of a cleverly orchestrated
fraud. The UK company bad
paid E420m for a company
which It later said had zero net
worth at the time of the pur-

chase and made no net profits

in the 'five years before the
merger.

Mr James Guerin, ISC's

founder, had become deputy
chairman of Ferranti. He is

now serving a 15-year sentence
for. financial, fraud »nri fUogai

arms sales.

Caird £25m in the red after write-down
By Richard Gourtay

CAIRD, the waste management ppmpany
which has been crippled by a flurry of
acquisitions in the late 1980s, yesterday
reported a pre-tax loss of £25.lm for the
first half of 1993, after exceptional debits of
£22£m including a £17.6m writedown of

The writedown followed a review by Mr
David Weir, who replaced Mr Peter
Linacre as chief executive earlier this'

year.

Caird said a number of the landfill sites
bought between 1988 and 1990 were no
longer considered “commercially viable or
capable of development”.
Slower than anticipated disposal of

aggregate stocks and non-core assets had

also led to a re-appraisal of market values.

In June Caird said it would not make a
payment that month of the dividend on its

convertible preference shares. The group
said yesterday it did not expect to pay a
preference dividend on December 32
either.

Caird’s ordinary shares fell 4Vip to 7Hp
and its preference shares from 37p to 28p.

Mr Christopher Parker, finance director,

said the group would be concentrating fur-

ther bn its core businesses. Caird now
defines ting as the management of landmi

rites capable of taking a wide range of
domestic and industrial waste rather
than its current portfolio which includes

some sites only licensed to take dry
waste.

“The feet is we have spent too much cm

development of landfill sites In the last

few years some of which we are now
going to sell'” said Mr Parker.

The group will also be reviewing plans

to develop its incineration projects, includ-

ing Renfiww In Scotland where the com-
pany is in dispute with the local authority.

Sales oh continuing business fell by 13

per emit to £8£m and the group reported

on operating loss of £L21m (£3.83m prof-

its). Losses per share worked through at

4555p (l-Sip earnings).

As a result of the write-off; shareholders*

funds have fallen to about £2Im, leaving

the company close to 100 per cent geared.
' Caird said its strategy had the support

of its tankers but that with its advisers it

was seeking ways of strengthing its bal-

ance sheet

Sunset + Vine
shows decline

to £505,000
Profits at Sunset > Vine, the

independent television produc-
tion company, declined from
£687,000 to £805,000 pre-tax over
the 12 months to June 30.

Mr Cohn Frewin, chairman,
said the outcome reflected “the
continuing state of flux in the

UK television industry."
••

He added: "The impact of the

first six months of the new
independent television' era,

complicated by the new com-
missioning structure of the

rrv network ... together with

the weakness of the economy
had combined to make growth
in the television business &
very difficult task.”

Turnover fell from £A51m to .

£4. 13m. Earnings were 6.1p

(8Bp). A proposed final divi-

dend of 2p makes a maintained

3.5p total

Mr Noel Healy has been
appointed managing director.

He was formerly a director

with Financiere Indosuez.

Wholesale fall

leaves Bridgend

at £25,000
Bridgend Group blamed a
downturn tn turnover at its

wholesale distribution off-

shoot for a fall in profits from
£295,000 to £25,000 before tax

for the six months to end-
. June.

.

The division's sales fell from
£&32m to £5.6mTeavlng group
turnover from continuing
operations some 7 per cent
lower at £7.6m. Operating
profits of the sector declined
from £661,00 to £317,000.

The group has interests in

distribution and leisure. It

said its Investment pro-
gramme had “paid off” and
that it bad received “indica-

tive offers” (Or certain of Us
businesses- ;

As a result, the company
expected significant sales in

the second half.

Earnings per share emerged
at Q.06p (0.7p) and tiie interim

dividend is reduced from 0.2p

to O.lp.

Litho Supplies pathfinder

forecasts jump to £4.3m
% Catherine Afflton

LITHO Supplies, which claims
to be the UK’s largest indepen-
dent distributor of printing

products, is coming to the map
ket through a placing and
intermediaries offer likely to
value the company at about
'ttOm.
The pathfinder prospectus

published yesterday forecasts

pre-tax profits ahead by 27 per
cent to £A33m, compared with
£3.35m for 1992, on sales of

£54.7m.
Litho hopes the proceeds will

break down into El5m of new
money and £l2m from sales by
existing shareholders. Of the

El2m. some £3m should go to

the board and employees with
£9m to institutions led by
3i.

The flotation is likely to

reduce both the 53 per cent
stake of existing institutional

shareholders and the 47 per
.cent, stake held by the

board and employees, beyond
the diluting effect of the new
issue.

.Mr John Byford, joint man-
aging director and deputy
chairman, said the proceeds
would reduce borrowings of
mm.

Litho^ was; Topned. during a
1991 management buy-out from
Pembririge investments which
acquired various Litho busi-

nesses as part of its hostile

takeover of DRG, the printing
and publishing group, in
1980.

The company estimated the

market for consumable prod-
ucts, the bulk of its turnover,

at £250m a year and SO per cent

of this is supplied directly by
manufacturers- Litho claims a
40 per cent share of the bal-

ance and a 10,000-strong cus-

tomer base.

The highest paid director
win this year receive a salary

of just £34,900, excluding a

.
profit-related bonus of £82^55.

Discovery of the fraud blew a
hole tn Ferranti’s balance
sheet which it has since been
desperately struggling to
repair by selling bits of ttself -

Including parts that were its

pride and souL
GEC picked the prize fruit of

the Ferranti empire after the
ISC debacle. In 1990, It paid
£3l0m for Ferranti's radar divi-

sion.

The business dated back to

the Second World War and
included the project leadership
for the radar to equip the Euro-
pean Fighter Aircraft.

Last year. GEC-Marconi
bought the company's missile
business for £88”*.

KPMG Peat Marwick, the
UK’s second largest accoun-
tancy firm, paid £40m to
Ferranti to settle litigation

over the acquisition of ISC, a
former Peat Marwick audit cli-

ent.

However, when Mr Eugene
Anderson became chairman of
Ferranti in 1990, it became
clear that the ISC fraud was
only part of Ferranti's prob-

Bradford

Property
at f17.5m
By David Btockwel

THE SALE of land near
Ipswich for a Tesco superstore

helped Bradford Property
Trust, the UK's largest ten-

anted residential property
company, to lift pre-tax profits

by more than 50 per cent, from
£L1.6m to £17.5m, for the six

months to October 5.

Yesterday the shares closed

8p ahead at 226p.

The surplus from property
rentals Increased by almost 21

per cent from £5^m to £6.4m.
Dealing profits rose from
£6.2m to £lL4m following the

Ipswich land sale. Total oper-

ating profit was £17.8m
(£lL5m).
Interest payable increased

from £545,000 to £641,000.

The interim dividend, based
on the surplus from property

rentals after tax and prefer-

ence dividends, rose from 2.4p

to 2.9p. Earnings per share
were up from &43p to 8. lip.

The company’s business cen-

tres ;dn buying tenanted prop-,

erties at- a discount to reflect

the statutory rights of sitting

tenants and seUlng them with
vacant possession.

Trinity Inti go ahead

Trinity International
Holdings’ acquisition of news-
papers published by Argus
Newspapers and Joseph Wood-
head & Sons has been
approved by the Department
of Trade and Industry. The
purchases will increase Trini-

ty's share of UK regional and
local newspapers from 3J5 per
cent to 5.3 per cent and its

ranking from eighth to sixth.

lent the rest of the business
was not particularly well-man-
aged either.

For Ferranti, which had been
demoralised by government
retrenchment, the 1987 merger
had been meant to cushion the
group against Its farmer depen-
dency on the UK Ministry of
Defence and possible Future
failure to win important con-

tracts such as the European
Fighter Aircraft radar contract
and the Type 23 frigate com-
mand and control system.
Mr Anderson would not criti-

cise his predecessor, Sir Derek
Alun-Jones.
Nevertheless, it was clear

that he did not think highly of

the group’s organisation, the

role played by head office, or
the supervision of contracts.

Earlier this month Mr Ander-
son warned shareholders that

Ferranti’s first-half losses were
likely to be higher than deficit

of £I0.9m in the corresponding
period last year.

He said the company would
continue to focus on its priori-

ties of strengthening the bal-

ance sheet by equity injection

or through strategic partner-
ship while seeking to win new
orders.

Eugene Anderson (above), who succeeded Sir Derek Alun-Jones
(below right) as chairman. James Guerin is pictured left

Roxboro to float with £80.5m tag
Ely Paul Taylor

SHARES IN Roxboro, the
Newmarket-based manufac-
turer of specialist electronic

components which is coming
to market through a placing
and offer for sale, were priced

at 230p yesterday, valuing the

group at £8R5m.
The issue, which is fully

underwritten' by Samuel Mont-
agu, Involves 21.7m ordinary
shares of which 14.1m (65 per

cent) are expected to be placed

with institutions; the balance
of 7.61m will be offered to the
public.

The group will raise about

£11.9m net of expenses from

Net assets up
48% at Govett

Strategic Trust
Govett Strategic Investment
Trust, the small and medium
companies specialist whose
shareholders recently voted for

its life to be extended, had a
net asset value, after taking
prior changes at par. of 29&07p
per share at September 30, an
advance of 48 per cent on the 1

20L03p at the same stage last
1

year.
|

Attributable revenue for the !

year to end-September
amounted to £7.03m, down
from £7.23m. Earnings per
share were down from 736p to

7.i6p.

The final dividend is main-
tained at 4.lp, giving an
unchanged total of &75pi

Shareholders, who voted at

an EGM in September for a
continuation of the trust, in
1991 won the right to vote on
its liquidation at the 1993
annual meeting and at subse-
quent three-year intervals.

Income rise at Marine Midland
This announcement appears as o natter of reconl only OcwBw 1993

m International
Service System

ISS Finans A/S

Guaranteed by

ISS-International Service System A/S

US$ 100,000,000

Multi-Currency Term Loan

and Revolving Credit Facility

Arranged &jointly underwritten by

By John Gapper,
Banking Editor

MARINE MIDLAND, the US
retail banking subsidiary of
HSBC Holdings, yesterday
reported a 62 per cent rise in

net income for the third quar-

ter of the year to $48,5m
(£32Jm) against |29Rm.

"

The bank made no provi-

sions for loan losses ' in the

quarter after its tton-accruing

loans fell to $430m ($759.8m).

Despite making no provisions,

its ratio of reserves to non-ac-

cruing loans increased to 87.3

per cent (74.1 per cent).

Net interest income rose to

$189.2m ($173.7m), helped by a
rise in credit card assets. Total
assets rose by 2.7 per cent to

$l&8bn, and net yield on inter-

est earning assets rose to 4£9

per emit (4.79 per emit).

Other operating income fell

to $50.5m ($82m) because of a
one-ofi gain from the sale of

mortgage backed securities

last time and a drop In fee

Income.
The tier one ratio of capital

to risk-weighted assets, an
important measure of capital

strength, rose to 9-85 per cent

(9.29 per cent).

Ttifanotfeabl
topubk Of h
MOwxflMfori
of tbe boned

Stock Exdiangtat the United Kingdom and th«
otHott «n offer or invitation Co «ny parson to
deto (he London Stodt Exchange fortfwwhoM
» acMtud to tha Official List.

Co-Arranged&Jointly underwritten by

Union Bank
1®S9 of Switzerland

Fundsprovidedby

Citibank, N.A.

Soci£t£ GfinGrale

Crfdit Lyonnais Danmark

The Bank ofNew York

Banque Notfonale de Paris

The Mitsui Trust and Banking Company. Lmuted

-Agent Bank

Union Bank ofSwitzerland

Skandinavrska Enskilda Babken
Union Bank of Switzerland

Kredietbank N.V.

Banque Indosuez Sverige

.
Banque Paribas

Nordfinanz Bank Zurich

HCG LLOYD'S INVESTMENT TRUST PLC
(incorporated fa England and Wafas under the Oempanta Acts 1385-1989 with regtraerad No. *822313}

Placing fay

UBS Limited
of up to 100 million ordinary shares of 25p each at lOOp per share

Share Capital following the Placing

Authorised Issued and fully paid*

£ Number £ Number
2SJOOOJOOO 100,000,000 ordinary shares of 25p each 25.000,000 IOOjOOOjOOO

*on the basis that
the Piadnq is

fully sabscrioad

Usting partfeutars are available for collection from the CompanyAnnouncements Office, the London
Stock Exchange, London Stock Exchange Tower, Capel Court Entrance, off Bartholomew lane. London
EC2 during normal business hours from today until 29th October, 1993 oranyweekday (Saturdaysand
public holidays excepted) up to and inducting 11th November, 1993 from:

UBS limited
100 Liverpool Street
London K2MZHH

HCG Lloyd’s Investment Trust PLC
30 Queen Anne's Gate
London SW1H 9AL

the issue. The proceeds will be
used to repay debt and fond
expansion.

Roxboro has forecast sharply
higher trading and pre-tax
profits for the current year.
Trading profits after central
costs, but before exceptional
costs of £500,000, are forecast to

more than double to £&5m in

the year to December 31, com-
pared with £3.1m last year and
£L8m in 1991.

Earnings are expected to

total lL6p this year (or l&3p
before exceptional items). The
notional dividend for the cur-

rent year is forecast at I9p.
Dealings are expected to begin

on November 9.

Recession in

France curbs

Le Creuset
Le Creuset, the France-based

bat London-listed maker of
cast iron cookware, announced
almost static pre-tax profits of

£1.16m for the six months to

June 30.

Mr Paul van Zuydam, chair-

man, said progress had been
held back by depressed condi-

tions in France allied to Ugh
French interest totes and a rel-

atively strong franc.

Although turnover advanced
to £19.3m (£17.8m), volumes
on cast iron products were
down, particularly in France.

However, volumes of Screw-
pull wine accessories contin-

ued to increase.

Le Creuset recently acquired

Germany-based Wolo, which
will distribute Le Creuset and
Screwpnll products as well as 1

Weber Kettle barbecue grills .

and Zyliss kitchen helpers In

Germany.
Earnings per share

improved to 48p (4,Gp).

• COMMENT
Since the management buy-out
Roxboro' s management has
restructured the business and
refocused Roxboro away from
low-margin commodity compo-
nents. The restructuring is

now complete and the benefits

should begin to show through
next year. Profits will also ben-

efit from the elimination of
interest costs and the growth
in sales ofnew products. Based
on current year forecasts the
shares are priced at a multiple

of 17.3 - a substantial dis-

count to others in the sector.

This is a solid stock In a
growth market at a reasonable

price.

European
Leisure plans

debt conversion
European Leisure, the disco

and snooker ball operator, Is

planmng to convert some of its

debt into a combination of new
ordinary and preference
shares, writes David Black-
well.

Mr Ian Rock, chief executive,

said that negotiations with
banks were at an advanced
stage. Details would be
announced, along with full-

year results, “sometime next
month.”
The group last March

reported pre-tax profits of

£54,000 on turnover of £355m
for the six months to end-De-

cember. Net debt was £7&6m,
giving gearing of 227 per cent
Distributable reserves were
inadequate to pay dividends.

Mr Rock said that the
restructuring proposals were
not a crisis move. The group
already had in place banking
facilities to the end of next
July.

DIVIDENDS ANNOUNCED

Bottwwara Int 0.65 Jan 3 0.5

Bradford Prop —...—Int 2.9 Jan 8 2.4

Bridgend —— Int 0.1 Jan 4 02
Caird int nfl 1.33

Govett Strategic fin 4.1 Jan 5 4.1 &
LAWS A fin 1.1# - 1 2,

Pressac -fin 1.82 Dec 14 1.65 2J

R5w/M*rc Extra fin 1.96875 Dec 7 1.98875 7.6

Stmrat + Vine fin 2 Dec 7 2 3.

Thames Water Int 7.4 Feb 4 6.9

DMdenda shown pence per share net except where otherwise

:

stock, flrish pence.

Current
payment

Data of
payment

Coma -

ponding
dividend

Total

tor

year

Total

last

year

CL66 Jan 3 as - 2

2.9 Jan 6 2.4 - SA
0.1 Jan 4 02 - 0.4

nB - 1.33 - 1.33

4.1 Jan 5 4,1 6.75 6.75

1.1* - 1 2.1 2
1.82 Dec 14 1.6S 2JS7 2.4

1.96875 Dec 7 1-96875 7ATS 7.875

2 Dec 7 2 3S 3J
7.4 Feb 4 63 - 21

Z7th October, 1993
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The Securities and Futures Authority Umitad end the London Stock Exchange
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Betterware’s

21% rise fails

to impress City
By Catherine Milton

SHARES IN Betterware
yesterday fell 23p to l9Zp,

despite the home shopping
company reporting a 21 per
cent increase in interim pre-tax

profits.

Mr Andrew Cohen, chief

executive, put down his glass

and wailed: “I don't under-
stand the stock market and I

don’t suppose I ever will.''

The board, which brought
forward publication of the
results in a bid to halt a share
price drop from its high for the

year of zsOp, declared an
interim dividend of 0.65p (0-5p),

payable from earnings of 5p
(4J29p) per share.

Pre-tax profits rose to £7.6m
(£6.3m) in the 28 weeks to Sep-

tember 11 on turnover of
£34 .4m (£29.4m), including
door-to-door sales of household
products up at £28.4m (£23m).

The company's sales force,

which now reaches 45 per cent

of the population once every

eight weeks, increased by 1,000

to an average of 10.000 with
revenue steady at roughly £8

per order.

Mr Cohen said he had failed

to reassure some in the City

about the company's ambitious
plans to expand in continental

Europe, although half year
sales In the French operations
- launched in 1991 - had
exceeded film, giving trading

profits of £100,000.

Betterware has recently
started selling in Spain and is

set to move into Germany in

its next financial year.

“We don't seem to be able to

reassure them. 1 am so bloody
frustrated,” Mr Cohen said.

crumpling up his napkin.

He was unrepentant about
the sale of 13 per cent of his

family's then 63 per cent stake

in June which precipitated the

fall in the share price.

The sale raised some eye-

brows in the City because Mr
Cohen bad previously said he

had no plans to reduce the
St&iCGa

Yesterday he said firmly: “I

am in the business of owning
Betterware shares in the long

term. If the shares continue to

drop I will buy them back."

Operating profits from the

main direct selling division

expanded 20 per cent to £S.99m
(£5.86m). a slower rate than the

23 per cent rise in sales.

Its other division, a miscel--

Iany of consumer products

manufacture and coffee shops
held for sale, returned operat-

ing profits Of £151,000 (£140,000)

on sales down at £5.97m
(£&3Tm).

• COMMENT
Betterware’s expansion into

Europe comes too late to com-
pensate for a slowdown in UK
sales growth, dropping from 25
per cent year-on-year in the
first quarter to July to 19 per

cent for the first half. The
Cohan family’s unhappily han-
dled share sale, which opened
the way for a bear raid, and
results just below best expecta-

tions left the City expecting
more than yesterday's busi-

ness-as-usual presentation.
Analysts shaved pre-tax profit

forecasts to about £l6m from a
maximum of £18m Which puts
the company on a multiple of

18.8. roughly in line with the
stores sector.

P&O plans flotation

of US properties
PENINSULAR and Oriental
Steam Navigation yesterday
announced that it was prepar-
ing a market flotation of
some 8,677 US garden apart-

ments.

The apartments are part of
Laing Properties Inc, a 50:50

joint venture between P&O and
Chelsfield.

They were acquired when
the two companies staged a
£495m takeover of Laing Prop-
erties In 1990.

The takeover was effected

through an investment vehicle
- Pall Mall - and in March
1992 Laing’s worldwide portfo-

lio, with the exception of
the US properties, was divid-

ed between P&O and Chels-
Geld.

P&O said it would next week
file a notice with the US Secu-

rities and Exchange Commis-
sion for the flotation of the

portfolio as a real estate invest-

ment trust

REITs, property companies
with management, acquisition
and development capabilities,

offer investors the opportunity
to participate in diversified

portfolios.

Analysts estimate it could be
worth some 3500m (£331m).

P&O said Laing Properties

Inc would continue to own
some 2.7m sq ft of commercial
property, which was part of the
dealing portfolio, and was
expected to hold some 25 per
cent of the REIT.
Analysts have said property

sales would help P&O to
reduce gearing - which stood
at 70 per cent in September -

and raise funds at a time when
cash generation by its other
operations was being ham-
pered by recessionary mar-
kets.

Hawtal in the black
A SIGNIFICANT upturn in

activity enabled Hawtal Whit-
ing, the Essex-based automo-
tive design engineer, to move
from lasses of £1.38m to profits

of £402,000 pre-tax for the half

year to June 30.

Turnover at £34.5m was 26

per cent ahead of last time's

£27.3m.
The main contributors to the

recovery were the North Amer-
ican and German operations;

both were showing continued
progress in the second half.

The (JK, however, remained
difficult and was so far show-
ing Uttle signs of recov-
ery.

The results also benefited
from a £122,000 reduction in
interest charges to £545,000.

There was a swing from
losses of 22Sp to earnings per
share of 0.08p.

The directors said earnings
had been held back in part by
high tax on overseas profits

which could not be offset
against UK losses.

Pressac

close to

important

order in US
By Andrew Baxter

PRESSAC Holdings yesterday

announced a 6 per cent rise in

annual profits and said it was
‘reasonably dose" to winning

a breakthrough order from a

Japanese car manufacturer in

the US for its Instrument clus-

ter circuit boards.

The Nottingham-based man-
ufacturer of automotive, tele-

communications and lighting

products lifted pre-tax profits

frxnn £L84m to £L95m in the

year ended July 31, after an
exceptional charge of £147,000

(£177,000) relating to redun-
dancies. This was despite a
slight fall in turnover from
£33-7m to £33m-
Earnings per share rose

- from 4.7p to 4.8Gp.

The final dividend is

increased 10 per cent to 1.82p,

making a total of 2.57p (2.4p)

for the year.

Mr Roger Boissier, chair-

man, said increased demand
for cars in the UK had been
more than negated by a severe

decline in the rest of Europe.
Excepting telecommunica-

tions and specialist engineer-

ing, demand fell daring the
year.

Pressac has spent more than

£10.3m over the past three

years to improve its produc-

tion facilities, which increased

efficiency and helped Improve
market share. Mr Geoff White,

chief executive, said it had
also helped the company nun
new business.

The completion of the
instrument claster circuitry

plant in Alabama would allow
the company to penetrate the
important Japanese transplant
market in the US.

Pressac was also looking to

expand its recently-acquired
automotive heated mirror
business, especially In the
US.

In telecommunications, Mr
White said opportunities for

Pressac’ s connectors were
starting to materialise in the

cable TV market
In lighting; Sir White said

the Masonlite neon component
subsidiary was working with
General Motors to develop
neon for automotive in-car
lighting and rear lights. This
would take Masonlite into the
automotive industry for the
first time.

The increase in stocks
required to cover the opening
of the Alabama factory was
the main reason behind a rise

in net borrowings from £2.9m
to £5.9m over the year for
gearing of 41 per cent
However, group borrowings

related to trading activities

are expected to fall during the

current year.

River/Merc Extra

lifts assets 53%
Net asset value per ordinary
share at River & Mercantile
Extra Income Trust advanced -

53 per cent - from Sl.OTp to
I23.79p - over the 12 months
to September 30.

The increase compared with
a rise of 24.9 per emit in the
FT-A All-Share Index.
The value for the zero divi-

dend preference shares -

issued in June to raise a net
£9.7m - was 102.45p per share.

Net revenue amounted to
£3.45m (2.61m), equivalent to

earnings per share of 9.3p, up
from 7.07p.

A fourth interim dividend of

1.96875p is declared, maintain-
ing the total at 7.875p.

The Smaller companies investment Trust plc
(tnoorpamted In linntaiuland Wales muter the Companies Aci 1985. nxtstervd no 2508274/

Thi> notice is issued in compliance with the requirements of die London Stock Exchange. It docs
not constitute an invitation to any person to suiKcrilx: for or purclia.se any of the 'C' siuires.

Application lias been made to the London Stock Kxdiange forthe whole of die under mentioned

"C stares to lx: admitted co the Official List, it ts expected that dealings in the ‘C .shares will

commence on 27di October. 1993.

Placing and Offer
by

UBS LIMITED
oF

17,917,604 ‘C Shares of J&l each

at a price of 135p per share

payable in full on application

Authorised

£55,000,000

Share capital following the Placing and Offer

in 7-1,000,000 Ordinary shares of 50p each

and
in I3.00n.000 V Shares of£1 each

Issued and to be

issued andfully paid

£15.864,571

£17,917,604

Copies of the listing particulars relating to the 'C shares an.* available for collection from die

Company Announcements Office of the tandun Stock l-xchange, London Stock Exchange

Tower, Csipel Court entrance, off Bartholomew Lane. London EC2N IUP during normal business

hours on 27th and 23th Octolwr, 1993, and up co and including 9th Novcmlier, 1993 from:

The Smaller Companies Investment Trust PLC UBS limited

99 Charterhouse Street 100 Liverpool Street

LONDON liCIM 6AU LONDON EC2M 2KH

27th October. 1993
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Treaty that may spark a Dutch exodm
Netherlands investors face a tax threat. Andrew Jack and Ronald van

^ ^^ ^

Tiisss sfMrrs SSSSS-s SKiffiS1 heady “5X"tre own, such as those from Hong interest e ffie w* ^ w showT HE “half-Dutch" sand-

wich is going stale; the

heady “mixers" are los-

ing their fizz. Some of the

favourite nourishments in the

cupboard of the tax practitio-

ner are under threat as the

process of ratifying a new US-
Dutch tax treaty gathers
speed.

The lower house of the
Dutch parliament earlier this

month approved the treaty, the

upper house will consider it

shortly. So too will the Senate
foreign relations committes in

Washington DC. Any day an
Interpretation of the treaty for

senators will be circulated by
the US Treasury.
Mhny British companies wifi

be among those watching the
details closely.

"Everybody you speak to
now is very nervous,” says Mr
Bruce Lassman, head of the US
tax desk at accountants Ernst
& Young in London. “A large

number of companies may be
restructuring after this year."
Those businesses ceasing to

be eligible under the revised
treaty will face increases in US
withholding taxes on dividends
from 5 per cent to 30 per cent,

and on interest payments from
zero to 30 per cent
The new arrangements are

likely to threaten many UK
companies which use Dutch
holding companies as what tax

advisers call “mixers".

They reduce tax payments
by offspring tax liabilities from
operations in high-tax and low-
tax countries before repatria-

ting it to the UK. since British

tax law does not allow this to

take place onshore.
They will be particularly

affected by provisions in a pro-

tocol agreed last month
between the two governments
on Swiss branches of Dutch
companies, which are used for
financing

It permits the US to impose a
15 per cent withholding tax
unless Income from Swiss
branches is taxed at more than

17.5 per cent
Currently, finance compa-

nies in Switzerland pay only 4

per cent tax on the income
remitted to a Netherlands com-
pany. which can then be repa-

triated to the UK without any
further tax being levied.

Among other companies and
individuals affected by the
treaty will be those who have
invested in the US through

Dutch companies because they

have no tax treaty of their

own, such as those from Hong

Kong, the Middle East South

Africa and Latin America.

They have typically invested

in the US via a Dutch com-

pany, in turn owned by a

Netherlands Antilles company
- an arrangement known as a

half-Dutch sandwich. If they

invested directly, the US would

Dutch readiness to forgo

taxe* on profits, royalties and

interest generated outside the

country has attracted many

foreign companies.

Now this position is under

threat. The treaty has long

been a thorn in the side of US

tax authorities, who have

spent the last 11 years negotia-

ting a new document with

their Dutch counterparts. The

stripped of their benefits.

b general. to remain under

the terms of the new treaty

companies will have to show

that they are rooted m the

Netherlands through one ot

four principal justifications.

• oSdp. The company

must be 30 per cent Dutch

owned- , • n

• Active trader. It must be a

significant trader, through a

Both the US and Dutch governments are keen to press ahead with ratification of the new tax treaty

levy a 30 per cent withholding

tax. The US-Dutch tax treaty

reduces that to 5 per cent, and
a Dutch-AntiDes arrangement

levies just a further 5 per cent,

saving them 20 per cent
The significance of the

Netherlands to the interna-

tional tax industry is undenia-

ble.

Every year, the country
emerges as the third largest

investor in the US, closely

behind its much bigger com-
petitors, Japan and Britain.

For a country the size of the
US state of Maryland, that

would be quite a feat - except

that it includes substantial
investments through Dutch
subsidiaries as well as indige-

nous Dutch companies.

The Netherlands' attraction

as a springboard for activities

in the US steins from its 1948

double taxation treaty with the

United States, which is among
the oldest still in effect

between the world’s industria-

lised countries.

Monarch Resources

placing raises £3m
By Kenneth Gooding,
Mining Correspondent

SHARES IN Monarch Res-
ources fell 8p to L59p after the
London-quoted gold company
with operations in Venezuela
announced a placing of 2m new
shares to raise £3m net and a
slight increase in interim pre-

tax losses from $l.S7m to

$1.93m (£L27m).
Mr Michael Beckett, chair-

man, said the losses for the six

months to June 30, equivalent
to 0.13 cents (0.128 cents) a
share, were attributable to the

Revemln plant, which recorded
losses of $473,000 ($437,000) and
to "somewhat higher overhead
costs”.

Turnover was $322m (£3.93m).

The share placing gives Mon-
arch more flexibility to con-
tinue its heavy exploration pro-

gramme while working on the

La Camorra gold mine project.

Carl von Rohrer. a Munich-
based fund management group
which was also a sub-under-

writer of Monarch's £l9m
rights issue in June 1992, is

subscribing for the new shares

at 116Vip each.

Mr Beckett said the shares
represented about 4J> per cent

of the enlarged capital but
would be spread through vari-

ous funds.

In spite of unexpected water
problems during recent devel-

opment work. La Camorra was
on budget and on schedule to

start operations in June 1994.

Mr Beckett recalled that La
Camorra was expected to be
one of the world’s lowest-cost

gold mines with cash costs of

about $115 a troy ounce.
Mr Anthony Ciali, president,

said Revemin’s performance
had improved compared with
the second half of 1992 when it

recorded a $1.41m loss.

Drilling at the Canaima con-

cession had resulted In indi-

cated resources of 163,000
ounces ol gold with 69,000
ounces in the "inferred
resource" category.

The Cleveland Trust Plc

w b bmed in can;
: It don not and
any of ihe OnUnar
Junge for all of ihe

Eagjand «d Wife, wMh rcgUamril no. 31134]

icc whh die requirements of the London Stocka krwitaxion to any penon to subscribe (or or
ires. Application has been made to die London
ad OnHony shares to be admitted to ihe Official

in die Oewoshy shares will commence an 2nd

Placing

by

UBS Limited
of

10,000,000 Ordinary shares of 25p

at a price of lOOp per share

payable in full on application

Smn dpml bHo»tag die Placing

AuthoriseI btaerf and JkBy paid
fba*er Namier Amount
17.000.1M0 £1,230,000 to Ordinary dura of 25p each I2J37JS8 £3,139,322

Copies Of die listing particulars relating to the Ordinary shares an available
for coueahm [turn the Company Announcements Office of the London Stock
Exchange Land* Sw* Exchange Tower. Capd Coun entrance
off Barthofanew Lane. London EC2N 1HP during oonnal boamess boon on
28(h and 29tfa October, 1993, and up io and Including 9th November, 1993
from:

The Cleveland Trust Plc

6 Stone Street

LONDON $WIX 9LF

27th October. 1993.

UBS limited
100 Liverpool Stmt

LONDON EC2M 2RH

result was initially signed just

before Christmas last year.

'Hie indications are that both

the Dutch and the US are keen
to press ahead rapidly with rat-

ification, partly reflecting the

tougher line on foreign corpo-

rations voiced by President
Clinton. If both governments
approve the treaty by Decem-
ber 1 this year, it could he in
force by January 1 1995.

T he original 100-page
treaty and the related
documents released

since are highly complex. “Ihe
question is whether it is twice

as long as the next longest

treaty,” says Mr lassman.
Under the existing treaty,

companies merely had to be
registered in the Netherlands
to be eligible. Now they wifi

have to meet stringent tests to

prove that they are economi-
cally “rooted" in the country.

That means financing subsid-

iaries and mailbox companies
will almost certainly be

Serco launches

offer for rest of

NZ associate
Serco Group, the contract
management company, is pay-
ing up to £i.4m in an attempt
to take its holding in Serco
Group New Zealand from 47
per cent to 98 per cent
The balance of the shares

are held by management and
staff in New Zealand.

Serco Is offering one share
for every 31.25 of B and C
shares and NZ$1 (37.3p) for

each D share. If accepted in

foil 103,040 new shares would
he issued.

The four executive directors

have agreed to accept in
respect of shares representing

38 per cent of the Issued capi-

tal. They are retaining a 2 per
cent holding.

Serco NZ was the result of
the privatisation in 1990 of the
Property Services division of
Works and Development Ser-

vices Corporation.
In the year to June 30 it

achieved a net profit of
£268,000 on turnover of £18m.
Net assets at the end of the
period were £1.2m.

BRITANNIA
BUILDING SOCIETY

WMV|WV|VW
Floating Rate Notes

Due 1996
In accordance with die remu and
conditionsof the Notes, notice Is

hereby given that for the three
month interest period from (and
including) 2tkh October 1993 to
(but excluding) 26th January
1994 the Nates will carry a rate of
interest of 5.7875 per cent, per
annum. The relevant Interest

payment date will be 26th Jan-
uary 1994. The coupon amount
per £10.000 Note will be £145.88
payable against surrender of
Coupon No: 29.

Hambros Bank Limited
. Agent Bank j

WOOLWICH
BUILDING SOCIETY

#rt^V)WVlvvy

Floating Rate Notes
Due 1995

In acomdance with the Kims and

conditions of ihe Notes, noth* is

hereby given that for the three

month interest period bom (and

indotfing)26di October 1993to (but

excluding.) 26th January 1994 the

Notes win carry a rate ofinterest of

5.7875 per cent, per annum. The
relevant interest payment date will

be 26th January 1994. The coupon

amount per £5.000 will be £72.94

and per £100.000 will be 0,458.77

payable against surrender of

Coupon No: 15.

Hambros Bank Limited
. Agent Bank j

test such as being at least a

tenth the size of the US busi-

ness by an average of assets,

gross income and payroll.

• Headquarters. It must dem-
onstrate a substantial portion

of the overall supervision and
administration of the group,

have discretionary authority to

take decisions or have subsid-

iaries in at least five countries,

each contributing at least 10

per cent of gross income.

• Ruling, if it meets none of

these tests, the company can
still appeal for a discretionary

ruling if it can argue that it

was created to obtain benefits

allowed under the treaty.

One way for UR companies
to remain within the bounds of

the treaty is to reorganise or

restructure by 1995.

“It might seem a long time,

but for an entire reorganisa-

tion it’s actually quite short,"

says Mr Andrt Boekhoudt, a
tax partner at KPMG Meijburg.

Possible options for UK com-
panies would be to transfer

more staff or assets to the

Netherlands, to seek a. Sock

Exchange listing for their-;

Dutch-based sub-holding or to

acquire industrial or business -

activities in the Netherlands

pnd embed them in the exist-
.

ing company.

Mr ]
iceman says a number

of companies have talked

about relocating in Ireland, but

that this has little benefit for

(jg companies. He hears many

others frikinp about obtaining

approval for their existing

structures by the Internal Re* ^
enue Service in the US - which, ft

cannot take place until after

ratification.

Mr Nicholas Dee, tax director .

.

of SmithKline Beecham. view

the new treaty bleakly, even

though his Dutch “mixer" com-

names do not exploit the exist- :'
• -

ing treaty with the US. “It is -

part of a wider trend of the US
attitude to international tax,"

he says. “If they override these

treaties, there is a real risk of 1

double taxation. Our concern,

is that this is an example ofUS
imperialism."

T he effects are not afijjjg|

negative. Dutch compa-w**
nies may face some -.

extra red tape in establishing

their right to invoke the treaty

in the first place. But the US
has thrown out at least one

important concession in

appeasement. Dutch pension

funds may be able to receive

dividend and interest income

with no withholding tax,

against 5 per cent at

present.

ABP, the big Dutch civil ser-

vants' pension fund, said the

treaty “could certainly be bah
efidal for us”, but stressed it

was still trying to understand ,

•

the details. .

For the Dutch economy, the

implications are less clear cut „

Lawyers, accountants, banks W
and trust companies have done
a lively business in advising

foreign companies on how to

use the Netherlands as a tax-ef-

ficient base.

In the short-term, that activ-

ity is likely to increase as com-
panies seek advice in untangl-

ing the implications of the new
treaty.

In the long-term, many will

remain because of the Nether-
lands’ extensive network of

double-taxation treaties. But
there may well also be an exo-
dus of clients.

Acquisition behind rise

to £l.lm at GBE Inti
GBE International, the
engineering equipment com-
pany formerly known as Down-
iebrae, reported pre-tax profits

of £L08m for the half year to

June 30, against £803,000.

The results were the first

since the acquisition of GBE in

June and were prepared on a
merger accounting basis.

Turnover totalled £18.3m
(£15m) with acquisitions put-
ting in £l7.3m (£l4^m). Earn-
ings per share emerged at lJJ7p

(1-08PJ.

Mr Gerald Edwards, chair-
man, said the outlook for the
remainder of the year was
encouraging and he expected
further progress to be made.

The results of the enlarged
group are biased towards the
second half.

The process engineering
companies, which were part of
the acquisition, had a good
first half and were well ahead
of the previous year, the com-
pany said.

However, the old Downie-
brae divisions incurred losses.
Mr Edwards said that an
improvement in trading had
recently been experienced.
Operating profits of £L2lm

(£990,000) were struck after
losses from continuing activi-
ties of £93,000 (£42,000). Interest
payable fell to £131.000
(£187,000).

Geared Income debenture issue
Geared Income Investment
Trust has completed the issue
of an unlisted zero coupon
debenture to a single Institu-
tional investor to raise about
£4.82m net
The debenture, which has a

semi-annual gross redemption
yield of 8.263 per cent, is
repayable in 10 years'
time.

.

K is secured by a first float-
ing charge on all the compa-
ny’s assets.

©SWALEC
has entered into an agreement

to form a new
CATV and telecommunications company with

international

CableTel
INCORPORATED

MONDIAT R
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Quarta springs into action Bodies politic

Raping tear left in th«*“^ement strStuS at“aotor
components-to-aero-

®P8pe gTOUp BBA by the forcedresjsnatSop through fllnass ofE.cJuef 'SSmS^
August is about to be

^<?^t0 Quarta, 44, Ameri-
JJrtf® son of an Italian tS-

J?
“»ove from his main

thlSf*1* job from

Quarta, who hod been seen“one of the main rivals fortrai chief executive Alan Jack-son s job as and when the lat-
ter retires, is expected to con-
tinue White’s strategy of
increasing BBA’s growth
around its core businesses of
motor components, industrial

Pavia to
quit Lasmo
Michael Pavia, nnnpre director
of Lasmo, the independent oil
exploration and production
company, is to leave the com-
pany at the end of the year -
the latest in a series of moves
among senior executives as the
company searches for a strat-
egy to see it through a troubled
period of weak oil prices.
The future of Pavia, who has

been with Lasmo for 14 years,
bad been the subject of much,
market speculation since the
middle of last week. Joe Darby,

John Ainsworth (below
centre), chief executive of
SCAPA Group’s European
engineered fabrics division,
is the chairman of ftrapp

Scandia, created by the merger
of Scapa-Porritt and
Scandiafelt; Brian Idttler

(below left) and Anders
GdthHn (below right) are the
joint mds. Harry Tnley
remains chairman ofScapa

materials, aerospace equip-
ment and electrical equipment.
Some BBA watchers who

have been expecting BBA’s
acquisition rate to slow could

chief executive, says Us depar-
ture was "one of several
changes . , . following a thor-
ough review of the company’s
strategy and management”.
Earlier tids year, John Hogan
was appointed chief operating
officer and Peter Nolan took
over as head of exploration,
while Darby himself only
joined the company in Febru-
ary.

City sentiment towards
Lasmo has been decidedly
gloomy of late, in large part
because of its vulnerability to

low on prices, and the prospect
of growing debt to finance new
production.

Darby yesterday denied that

stlH be -in for a surprise.
Quarta, said to rejoice in the
nickname CS - for colled
spring - among some col-

leagues, is unlikely to allow
the group to mark time for
long after getting his feet

under White's desk.

Apart from a four-year stint

with motor and aircraft compo-
nents group Hitchanar in the
US. Quarta has been a BTR
man since 1978, when BTR
took over the Massachusetts
controls company of which he
was then a vice-president.

hi addition to Msmain board
role - undertaken at the start

of this year - he has been chief

executive of a number of BTR
divisions, including automo-
tive, construction services and
electronics.

any additional moves were
befog planned, although at
least one non-executive post

win open up next year.

Pavia’s departure comes
alter a particularly active year,
in which he helped T-rhwo to

raise 9800m on the US capital

markets. He also recently com-
pleted the financing of Lasmo's
£350m share of the develop-

ment costs for the Liverpool
Bay oil and gas field, one of the

projects which the company is

hoping will boost its fortunes

in coming years.

Lasmo says there are several
internal candidates for hmwim
director, but executive search,

consultants will also be used.

Group.
Philippa Foster Back, a

farmer finance director at D.C.
Gardner and chairman of the
Examination Boards ofthe
Association of Corporate

Treasurers, has been appointed
group treasurer atTHORN
EML
CoUn Child has been

appointed group finance

director ofNATIONAL

EXPRESS GROUP; be succeeds
Adam Mllln who
as deputy chief executive.

Diana Seoti-IQlvert, latterly

a consultant and up to 1990

managing partner of ...
Broadbent-Jones& Partners,

- hat been appointed to the
board of PRO NED.
Marcos Bantield, formerly

sales and distribution director

ofLYONS Tetley, has been
appointed md of its Turkish
subsidiary, Tetley Cay Ticaret

Malcolm Parkinson, a
non-executive director of

James Latham and a former
chiefexecutive of Woolworth
Holdings, has been appointed

md for Europe and the Middle

East for SIEGEL &GALE,
based In London.

Brian Summers, formerly

deputy md, has been appointed
md ofBIRMINGHAM
INTERNATIONAL AIRPORT
to replace Bob Taylor when
he retires in April nextyear.

The Civil Aviation Authority
has appointed Rod Lynch, 44.

to its governing board. The
CAA brood comprises a selec-

tion of full and part-time mem-
bers with financial, aviation,

air safety and other appropri-

ate qualifications and experi-

ence. It la responsible for civil

aviation policy in the UK,
including air traffic control

and safety regulations. Its

is the Rt Hon Chris-

topher Chataway, the former

government minister.

Lynch is currently managing
director of resources, engineer-

lag and services at the British

Broadcasting Corporation, hav-

ing joined the BBC from Forte

Hotels - where he was sales

and marketing director in
May this year.

But Lynch can offer the CAA
more than guidance as to

improvements in its catering.

He worked for 20 years in the
atriiwft business before moving
to Forte: 18 with British Air-

ways - where he became head
of customer services - and two
as managing director of Air
Europe.

Antmdo Need, md of Italian

- Railways FS, has been elected

chairman of the

INTERNATIONAL UNION OF
RAILWAYS (UIO.

Patrick O'Shea, deputy
group md of Avonmore Foods,

has been elected president of
the EUROPEAN
ASSOCIATION OF LACTOSE
MANUFACTURERS.

DavidThomas has been
promoted to take responsibility

for the local government
division of the CHARTERED
INSTITUTE OF PUBLIC
FINANCE AND
ACCOUNTANCY following the

retirement ofArthur Boulter.

Roger Hayes (below),

formerly vice-president, public i

and government affairs at Ford
of Europe, has been appointed
directorgeneral of the

i
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will review the economic, budget and labour policies of the new Spanish Government
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RENEWABLE
The Finnish forest is a renewable

and natural resource. A unique

regeneration- programme ^yaWHl

that 300 million saplings a&j

planted every year to

continuous growth of this precious

asset, which covers two th^J^
Finland’s total land surface ar

Only indigenous speci

helping to preserve Finland's;

biodiversity. In thej

which are privately owne

foresters - selective thinnings and

regeneration cuttings are prevailing

forestry practices which add to the

creation of a healthier and more

natural forest.

RECYCLABLE
The Finnish forest industry does not

oppose recycling. ®eed in Finland

e recoveMpte is hig^ggfj

nal

-

more than.

WfMwm''X itSf^19®%

’OLfriiC.

can only

RESPONSIBLE
Thp aim of the Finnish forest

industry is to safeguard the

of Finnish forests through

^tf^^^^pP»tural regeneration

^P^^^ve planting. Increased

and the continual

development of manufacturing

Jogies which aim to control

and reduce energy

ion, are at the top of the

industggg&st of priorities along with

made
~ a W&miiWsmrP

each. environmental
supply o

products -is nece^a*5^f|^^^the

cycle in motioia^ i is of j^ramount

imbortait|wro 'erisi^ that this

primary rapbrla^'oonfes from a

reliable scwlbe. J’

Forestry is part of Finnish heritage

and the Finnish forest industry can

truly be trusted as the guardians of

one of the planet’s most valuable

natural resources.

The Finnish Forest Industries Federation hopes the issues that surround the forest industry into

the limelight for discussion.

As part of its efforts, the association wi I(host a national seminar in London on 1st December 1993.

For further information on this and the Finnish Forest Industries Federation, please contact our

UK Information Office at 54 Poland Street, London W1V 3DF.



Tin producers agree to cut exports
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By Kieran Cooke in Singapore

THE WORLD'S biggest tin

producers have agreed a series
oF measures that they hope
will reduce global stocks and
raise prices.

The Association of Tin Prod-
ucing Countries, at the conclu-
sion of a meeting in Koala
Lumpur, said 1994 tin exports
by member countries would be
limited to 78,000 tonnes - a 13
per cent redaction from the
present annual exports permit-
ted under Its quota regime.

The ATPC groups Malaysia,

Indonesia. Nigeria, Thailand,

Australia. Bolivia and Zaire.

For the present China and
Brazil, two of the world's big-

gest tin producers, remain out-

side the association. But ear-

lier this week the former
country agreed to join the

ATPC by the end of the year.

China's tin exports, which are

said by some ATPC delegates

to have been as high as 30,000

tonnes last year, are felt to be
one of the main reasons for

die slump In On prices over

the past few years.

Mr l.im Keug Yaik, Malay-

sia’s minister of primary
industries, said low tto prices

were also caused by increased

sales of tin stocks by the US
Defence Logistics Agency- Tin

prices in Malaysia, once the

world’s biggest producer,
dropped to a historic low of

M$10.78 (MS4.22) a kilogram
last month, compared with

M$32 ten years ago.

“We hope the measures
taken will Induce an upward
movement of prices from the

current ridiculously low lev-

els," said Mr Lint.

The association, while not-

ing that tin prices had rallied

somewhat in recent weeks,

said the most important task

was to reduce the global tin

stockpile, at present estimated

to be 40,000 tonnes. "It is rea-

sonable to expect a meaningful

depletion of around 10,400
tonnes in the stock level dur-

ing 1994, thereby reducing the

total overhang to a more man-
ageable 28,500 tonnes” said

the ATPC.

Keeping the faith in a falling market
Kieran Cooke talks to a mine operator who refuses to admit defeat

M R SIA Hok Kiang, a work the tin mines. “These traders are able to records of the mine. “The Brit

Malaysian tin miner. But with prices falling, tin manipulate prices between ish kept thorough recording!

sat in his hut sur- mines have been closing. Ten Kuala Lumpur and London,” of geological structures foiM R SIA Hok Kiang. a
Malaysian tin miner,
sat in his hut sur-

rounded by jungle anxiously
watching the latest prices on
his computer sdreen.

The tin market was falling

yet again. Ten years earlier the

metal had been fetching
between M$32 (US$13) and
M334 a kilogram at the Kuala
Lumpur Tin Market; now It

was down to M810.80.

"It just can't go on like this,"

said Mr Sia. “There's no sense
in tin prices being so low. By
any judgment, prices will have
to start rising again." He has
since been proved right - last

week the KLTM price touched
MS12.71, but that was still well
below the break-even level for

most of the world’s producers.

Mr Sia is managing director

and part owner of the world's
most extensively developed
underground tin mine at Sun-
gei Lembing, a remote settle-

ment at the end or a valley on
peninsular Malaysia's east
coast.

At the turn of the century
5,000 miners were producing
more than 4.000 tonnes of tin a
year at Sungel Lembing. Now
only 55 miners work at the
mine.

“I am ashamed to say how
little we are producing now ”

said Mr Sia. “We are mining
enough to cover costs and stop
the mine falling into total

neglect. That's all we can do
with prices being the way they
are."

Malaysia was once the
world's leading tin producer.
Tin is part of the country's his-

tory: hundreds of thousands of
immigrant.^ from flhina origi-

nally came to the country to

work the tin mines.
But with prices failing, tin

mines have been closing. Ten
years ago Malaysia was produ-

cing more than 60,000 tonnes of

tin in concentrates. This year
producfioh will probably fall to

below 10,000 tonnes.

Mr Sia, a geologist who,
through a varied career, has
prospected for gold in Peru and

“These traders are able to

manipulate prices between
Kuala Lumpur and London,"

be explained. "They buy cheap
and make a killing when prices

rise. The Knaia Lumpur mar-
ket should be shut down, then
trading would be much more
transparent"
Sungei Lembing was origi-

nally developed by Cornish tin

‘There’s no sense in tin prices being
so low. By any judgment, prices will

have to start rising again,’

diamonds in central Africa, is

one of the few in the tin indus-

try confident about the future.

Tin cannot just go out of

fashion," he said. “It’s still an
essential metal a vital part of

so many products."

Mr Sia’s optimism was based

on the view that global

demand for tin remained
strong, at about 160,000 tonnes

a year, while all the signs
pointed to a fall in world pro-

duction.

“There is a lot of rubbish
being talked about the collapse

in tin prices." he insisted.

“People talk about growing
production by China and about
the US selling off its tin stock-

piles. That alone doesn't
explain the price drop. I think
the market is being manipu-
lated."

Mr Sia forecast that the
world stockpile of tin, esti-

mated at about 40,000 tonnes,
would soon start to falL And
he accused some traders of
inventing figures on world pro-

duction and creating an artifi-

cial surplus.

miners 100 years ago. The
mine, stretching over an area
of 4.000 acres, has 500 miles of
workings and in some places
shafts go down more than 2,000

feet.

Only a very small portion of

the mine is now being worked,

but the echoes of more prosper-

ous times still fill the area. The
mine office Is lined with musty
books from the old Sungei
Lembing club, once centre of
activity for more than ioo
expatriates. Pre-war British
equipment, some of it still in
use, is everywhere.
Supported by a loan from the

Commonwealth Development
Corporation, Mr Sia and a part-

ner took over Sungei Lembing
in 1989. The previous owners, a
Malaysian concern, had gone
into liquidation because the
fall in tin prices following the
collapse of International Tin
Council’s price support opera-

tion four years earlier. Mr Sia
had to buy the old equipment
back from the liquidator.

Mr Sia spends much of his

time computerising the old

records of the mine. “The Brit-

ish kept thorough recordings
of geological structures for

every six inches of tunnel

advance," he said. “When I

came bare they were stacked
ceiling-high: I now have a com-
plete record of the workings
from the turn of the century
up to 1986. Only the war years,
when the Japanese flooded the
mine, are missing."

Sungei Lembing has more
than 700,000 tonnes of proven
and probable ore reserves, con-
taining nearly 10,000 tonnes of
recoverable metal Mr Sia said
the average grading was about
1.5 per Cent, though some
fairly extensive workings con-
tained about 15 per cent

“Last August 1 found a very
rich deposit with 55 per cent
grading,” said Mr Sia. "With
tin prices so low I don't want
to mine this precious reserve.

But obviously such rich depos-

its are easier to mine and give
a far better return."

Substantial amounts of
money have to be invested in
the mine to shore up the tun-

nels and replace rusting rail-

way tracks. To cover costs Mr
Sia is contemplating using the
mine’s surface area to plant
palm oil and other cash crops.

“Some people call me eccen-
tric," admitted Mr Sia, “but I'm
determined to keep Sungei
Lembing open. If prices are
still down at present levels in a
few years time I might have to

concede defeat. But if prices

rise. I'll become a big player in
the market There are those
who describe tin mining as a
sunset industry. I say that the
sunset is always followed by
the sunrise."

WEEKLY MINOR METALS PRICES
Prices from Metal Bulletin Cast
week's in brackets).

ANTIMONY: European free

market 99.6 per cent. $ per
tonne, in warehouse, 1,560-1,625

(1570-1,615).
BISMUTH: European free

market min. 99.99 per cent $
per lb, tonne lots in ware-
house, 2.30-2.50 (same).

CADMIUM: European free

market, min. 99.5 per cent $
per lb, in warehouse. 0.384.42

(0.39-0.44).

COBALT: MB free market,
99.8 per cent, $ per lb, in ware-
house. 11.55-12.10 (11.60-12.15):

99.3 per cent $ per lb, in ware-
house, 10.65-1120 (10.70-1125).

MERCURY: - European free

market min. 99.99 per cent, $
per 76 lb flask, in warehouse,
95-110 (same).

MOLYBDENUM: European
free market drummed molyb-
die oxide, $ per lb Mo. in ware-
house. 2-55-2.65 (2.52-2.62).

SELENIUM: European free
market min 99.5 per cent $ per
lb, in warehouse, 4.45-525.

TUNGSTEN ORE: European
free market standard min. 65

per cent. $ per tonne unit (10

kg) WO,, cif, 27-37 (same).

VANADIUM: European free

market, min. 98 per cent $ a lb

V.O., cif, 1.30-L45 (same).

URANIUM: Nuexco exchange
value, $ per lb, U,0,. 6.90

(same).

crashes to

8-year low
By Kenneth Gooding,

Mining Correspondent

ALUMINIUM’S PRICE crashed

through an important techni-

cal support level yesterday to

end the day on the London
Metal Exchange at its lowest

Tyifnt for eight years.

The fall triggered widespread

selling on the LME, driving

copper prices down to fresh

six-year lows and taking zinc

to near six-year lows, lead and
nickel to near seven-year lows
while tin was near its lowest

point for 20 years.

Analysts suggested this

reflected the fundamentally
gloomy world economic situa-

British Coal’s export drive

lh wahahouss STOCK0
(As et Monday's ctasa)

tonnes

AlumHun *3,823 to 2260.173
+6^50 to 612200

Lead *875 to

Nk*to +516 10 118,610

Zinc +4,400 to 827,400

Tin +190 to 20.630

tion, huge and rising stock lev-

els and unrestrained exports
from the former Soviet Union.
No improvement could be
expected until at least half-way

through 1994, they said.

Three-month aluminium was
$1,074.75 a tonne at the close

on the LME, down $38.50,

helped on its way by news that
stocks in exchange warehouses
had risen by another 3.625

tonnes to a record 2260,175
tonnes. Analysts said the next
technical support point was
$1,050.

The price is now perilously

near 45 cents a lb ($991 a
tonne) which the Anthony Bird
consultancy group recently
described as “a disaster price”

that would quickly force west-

ern producers to close another
2m tonnes of annual capacity
on top of the 1.4m tonnes
already temporarily shut
down.

By Gerard McCfoskey

BRITISH COAL is

understandably pleased with

itself this week as it begins to

ship its biggest export order

this year - for 100,000 tonnes of

steam coal to a Danish electric-

ity generator. But it could

hardly have ch0S6H 3 &0T3 dif-

ficult time to make a push into

the European market

Steam coal prices look set to

fall nw«» again for 1994 deliv-

eries. Contracts are now being

concluded between the South

African producers and the Bel-

gian utility Electrabel at prices

$3 below last year's, giving a

1994 price at the South African

export terminal of $27 a tonne.

With ocean freight rates from
Richards Bay to Rotterdam
around $6.75, delivered prices

into north-west Europe look
unlikely to exceed £22 a tonne.

Although some of the power
companies in Europe - the
Netherlands* GEE for example
- wQl be paying slightly higher

prices for better quality coals,

many will be seeking, and get-

ting, deliveries at spot-related

prices. Stadtwerke Bremen in
Germany is believed to have
settled first quarter 1994 busi-

ness at $21 to.b. Richards Bay
and the two Danish utilities,

F.lsam and SK Power, at below
$20 from South Africa.

Outsiders, seeing a market
where supplies are threatened

by the US coal strike and the

sudden rise of Russian rail

freight rates to $20 a tonne
(they were $2 a tonne two
years ago), will find this weak-
ness difficult to comprehend.
But weak power demand in
Europe and in Japan has
resulted in poor purchase
levels, particularly from com-
panies that had hpp»l r-niTTttprf

on to be big buyers - Electri-

dte de France. Italy’s ENRI,
and the British power compa-
nies.

Coal imports
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Sauce McOadroy Coal Intonation

While ENE3 has been cutting

hack its annual purchases from

nearly 10m tonnes to about 2m
tonnes this year, EDF. Power-

Gen and National Power have

been transformed into compa-

nies selling on their imports

rather than signing up for new
business. Earlier this year EDF
found itself in the embarrass-

ing position of paying suppliers

either to delay or cancel deliv-

eries.

Although some expansion in

purchases nan be expected in

Europe from GKE, from
Electricxdade de Portugal and
from Morocco. 1994 looks likely

to be as gloomy as 1993.

In contrast to Europe, the

Asian market is undergoing a
boom. Although a cool wet
summer kept demand down
and hydro supplies up in

Japan, the sheer volume of

new coal-fired power stations

coining on to the grid bodes
well for irresistible growth
throughout the decade. Else-

where in Asia - particularly

this year in South Korea -

demand for imports is mount-
ing as much from new power
stations as from, in southern

India and on China’s Pearl

river, inadequate indigenous

supply.

The price outlook in Asia

should be very different from

Europe's, with new demand

not matched by the new sup-

ply. But the perversity of the

settlement calendar puts the

Japanese steel producers, like

their European competitors all

making losses, ahead of the

power utilities, so weakening

the steam coal exporters' prpfr
7

pects relative to those of their

coking coal cousins. If they do

have to take price cuts tins

year - and the weakness of the

Australian dollar certainly

makes cuts that much easier to

accommodate - it will be dou-

bly galling since export stocks

have fallen throughout the

year to reach a four-year low at

the end of September.

However, the vigour of the

Asian market will do little to

improve the prospects for

those who believe British

Coal's redemption will be
through a sustained export
campaign. What pickings there

will be over the next 12 months
will be lean and cheap.

Researchers unlock secret of locust swarms
By Alison Maitland

SCIENTISTS IN Kenya have
Identified behaviour-modifying
chemicals in desert locusts
that could be used to prevent
them from swarming and dev-

astating crops in Africa and
Asia.

Professor Thomas Odhiambo,
director of the International
Centre of Insect Physiology
and Ecology in Nairobi told a
meeting at the House of Com-
mons in London yesterday that

research into preventing locust

plagues was “moving in the
right direction”.

His team has isolated chemi-
cals which make many locusts

reach sexual maturity and lay
their eggs within a very short
time of each other. This brings

large numbers together and
leads to swarming and migra-
tion to cropgrowing regions.

Prof Odhiambo said the
research, which is costing
$1.2m a year, could end the
need for mass spraying of
locust breeding grounds in
semi-arid savannah where the
insects serve an important role

in recycling nutrients such as
nitrogen.

“When you spray as you
have been doing for years at

the beginning of each out-
break, it’s in very fragile envi-

ronments. You’re not asking
permission from the pastoral
communities and the insecti-

cides end up in the camel milk
which these people drink," he
said.

If the research was success-

ful it could also overcome
problems that arise from the

misplaced generosity of inter-

national donors, he said.

Donated pesticide left over
from previous locust plagues
was now lying leaking in
dumps in Morocco and Soma-
lia. "These countries don’t
knowhow to deal with expired
insecticides,” he said. “There's

no incinerator anywhere in

Africa.”

Prof Odhiambo said it was
too early to specify how the
chemicals would be used to
prevent swarming and keep
the locusts in their isolated,

grasshopper state.

“In normal breeding grounds
there are probably less than
half a dozen locusts per hect-

are." he said. “From next year

our concentration has to be in

the field to understand how
these chemicals are responsi-

ble for managing this behav-
iour. We think we've identified

a small population in Namibia
which has never swarmed and
we need to understand why."
They also wanted to discover

what made swarms of locusts

break up and return to their
isolated state.

The research is being funded
by the United Nations Develop-
ment Programme, the Interna-
tional Fund for Agricultural
Development and the German
and Swedish governments. The
initial four-year programme
ends in December next year
and Prof Odhiambo thinks at
least 10 years of fieldwork will
be needed.
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WORLD COMMODITIES PRICES

MARKET REPORT
The GOLD retreated from near the
top of rts recent trading range
yesterday, but found support again
above the $365-a-troy-ounce mark.
Dealers said physical buyers and
bargain-hunting investors were
attracted by a fall towards $366,
but the price stiU ended London
trading with a net fall of $4.50 at

$367.25 an ounce. Gold's
performance undermine SILVER
market sentiment and the junior

precious metal dosed in London
at $4.3614 an ounce, down 9 cents.

"Silver has run out of steam and
some of its technical indicators

have now turned slightly bearish,"

one trader commented. The

London Markets
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aluminium market collapse (see
story above) knocked the stuffing

out of other base metals. NICKEL
fell away, with London Metal
Exchange stocks continuing to rise

and the market m need of further

production cuts. But LEAD seemed
to find some modest support near
$400 a tonne for three months
delivery, and with fundamentals
not as depressed as other metals,

closed only marginally lower on
the day. The London Commodity
Exchange COCOA market failed

to live up to early promise and the
March futures position dosed £2
down at £969 a tonne.
Compiled from Reuters

OTUDCaul-BW S/baro*

Ctaee Previous rtgh/Low

CUM SI4.43-t.47 +QXH0
Brent Band (dated) 155.80-6^0 -0.140

Brent Blend (Dec) 51828-8-32 0.140

W.TJ fl pm sat) 51 7A6-7Afu -0.135

Od products

(NWE prompt daUvety per tonne OF or -

Latest Prevtoua Hgh/Low

Dec 1629 1637 1640 1625
Jan 1650 1686 1670 1646
Feb 16.66 1677 1685 1668
Mar 1680 1685 1698 1660
Apr 1688 1698 1747 1648
May 1700 17.10 1740
Jla5 17.08 17.14 17.18 1746
JJ 17.16 17.19 1720 17.16

Aug 1782 17.32 1746 1742
1PE index 1602 1688 1662

Turnover 286S7 (38108)

OUOfL-n
Rrevtous HJgtvLow

Nov 16440 16600 18600 16440

Deo 16650 16520 16620 16420
Jan 16440 16520 185.75 16425

Feb 16425 18420 16520 163.75

Mar 18343 16380 18676 16600
Apr 16225 16220 16220 181.78

May 161.00 16140 18140 160.75

Jun 16020 10020 15020 19920
Jut 16140 16120

TUnowr 18317 (2088?) lots Of 100 knia

SUQU-LCS (3 per tonne)

WWta Ctasa Prmtous HlgWLow

Deo 28120 28240 282-00 261.00

Mar 27660 27920 27920 27670
May 281.00 28220 28Z20 26120
Aug 284.70 285.70 28520

ntniow 1075 (482) Parte- WMg (FFT per Him):
OW 1661.84 Mar 164667

Scptembcr/Octotw c and t Dundee BTC S3BH
BWG $410. BID £355, BWD *375; C end F
Antwerp BTC S365, BWC S36S, 0TD SMS.
BWD $345.

COTTON
Ueerpool- Spot aid element sake amounted
to 40 tomes w toe row* ended 22 October,

against none in toa previous week. Subdued
offtake <2d not bring many operations. Supportm tartteominfl to certain spedaflat Htytaww-
UMy to Pw Syrian rang*.

1088 1081
1080

Tkenover 16 (2q tots of SO tonnes.

COCOA - LCS

Ctoae Prevtoua Hlgh/Low

ac 937 942 062 936
Mar 969 971 988 960
May 971 975 991 an
Jut an 975 907 971
Sap 972 978 987 977
Oec 954 957 963 953
Mar 953 955 968 954
May 956 989 958
JJ 084 972 972
Sep 056 975 965

Turnover 7103 (2117)tots at 10 tomes
ICCO (ncScanr ericas (SORs per tonne), Osly price

far Oct 25 03033 021.13) 10 day averts far Oct
26 91649 (912.72)

Ctasa Previous Htoh/Low

Nov 1156 1178 117B 1150
Jan 1178 1197 1197 1171
Msr 1171 1179 1185 1165
May 1166 1174 1180 1183
Sep 1165 1170 1179

Ctoss Previous HgMjrw
Afcawfalton. purity ft,

p-r Tonro’;

Cash 1053-32 1001-2
3 months 10743-5,0 1113-33 1111/1068

Copper, Grade A (3 per tarsi

Cash 1508-7 1623-45 1004
3 months 1819-20 18483-73 184571813

Lasd (3 per toroQ

Cash 383.S-4.5 3985-400.5
3 months 407-8 412-4 406/403

Ntefcsl (3 par toms)

Cash 4486-78 4888-73
3 mamhe 452530 4025-30 4890/4500

Tin [S per tcroei

Cash 482536 4745-65
3 months 467030 4795800 479tM486jj

ano, Specie/ Hflh Creds (Spar tonne)

Cash 910-1 930-1 So
3 months 927-8 947-8 g43gZ4
LME Closing t/% rate:

SPOT: 1.4800 3 months 1,4717

LME AM Offlcfad f» spot rate 1.4760

LONDON BULLION MARKET I

(Prtoes smpted by N M Bothechag I

Ocfclftqycz) S price Cegutvsfem

Owe 36750-38750
Opening 38720-36820
Morrtng Hr 36850 248802
Afternoon far 3662S 248561
Day's high 368.70-38950
Pay's low 387X036750

Loco Ufa Ussn Ooid Landfag Rates (tfe USD

(Prioee supplied by Amalgamated Macal Trading)

AMOmdN Karft cfaee Open Merest

Topri OOy tonovar 57583 km
10555-65
1077-8 10686 231,050

TotN daffy tunprer 40587 tote

1804-46
1027-75 16186 188623 fata

Total daw tmwr 4621 fats

390-1

404-45 4075-86 23,708 fata

ToM daly turnover 8687 fata

445560
~

45136 483060 44654 fate

Totri dafly turnover 4624 fata

4700-10
47SQ-5 4890-700 13J06 fap

Total <My toroover 20647 iota

6 months 1.4866

New Yorfc

9 months 1.4800

Turnover 4889 £568) loa at 5 tonnes
ICO todfastorpricoe (US cones per pound) tor Oot 2S
Comp, defy 67.73 (89.18) 15 day average 67.63

P767)

POTATOES- 1C« Eftonrw

Close Previous rtghtow

APT 875 873 884 375
May 1036 1036 1036 1026

ftmowr 5S poi) tola ot 20 tomes.

SIQffndax petit

2 months
3 months

2.70 6 mortOa
2.70 12 months
2.67

9895 3886
0 0
3706 3876
3725 389.7
372.7 3716
3756 374.7
0 0
0 0
3806 3803

Oosa Prevtoua H0V10W

Oa 1325 1322 1332 1319
Nov 1300 1285 1295 1270
Dec 1300 1292 1275

Jsi 1307 1315 1310 1285

Apr 1336 1340 1335 1320

Bfi 1331 1331 1331

Timorer 349 (133)

GfU»3 -LCS

Wheat Ctasa Previous W0WLo*r

Nov 97.70 9720 9726 9725
Jan 9926 100.16 9680 99.60

Mar 101.7S 102.10 10120 10125

May 10325 10325 10320 10325

Sep 8220 9220 8600

NOV OTVl 9340 8320

Barley Ctaee Prevtoua Hlgh/Low

Nov 10616 1067S 10020

Jan 102-40 10220 10640

Mar 10420 10420

TtoBW. Wheat 332 (188) Bsriey 81 p)

Turnover lota at 100 Tomes-

SSvsrte p/twy g

Spot 29760
3 months 90160
8 months 30935
12 months 312.70

* p**5* e oqmvricrn

ttuoannd 37160-37460 25060-2S360
Maple lest 379.10-38150 -

Naw Severest 87606060 50606160

AtamMtan(99.7X) PUS

SMKe price 5 tome Dec Mar Dec Mtr

102S 40 85 4 io
1050 22 48 11 17
1Q75 10 34 24 27

Pepper (Grade A) Cato Piig

1600 SI 87 ifi So""
1660 98 72 25 as
1700 24 58 37 SI

Jan Mar Jan Mar

107 128 31 57
77 101 51 80
69 79 77 108

Doc Mar Oec Mg
~37 88 39 42
28 72 55 53
17 58 74 05

Dc Jn Dec j«

PLATtfAMI SO trey oz; SAroy ae.

Ctasa Prevtoua Htfi/Um

Oct 3712 372.7 0
Nov 3634 3634 0
Jan 3732 3764 3744
Apr 375.7 3772 3765
Jul 3767 3764 3762
Oct 3762 379.9 3794

MLVER 5600 troy efclteftroy os.

Ctoss Prevtoua Htf/Low
Oct 4382 *40.4 0
Nov 4302 4412 0
Dec 4392 441.7 4412
Jan 440.7 4422 «34
Mer 4432 4460 4452
May 4482 *49.0 4482
Jul 4467 4512 4514
Sep 4822 454.6 0
Use 4574 4594 4560
Jan 4561 460.1 0

HCH QUADS COPPSI 25600 fax canWas
Cto— Pravtaua HgttfUre

55 7X10 72.65 72.15 7211
NOv 7230 72.75 7230 71,9

9* 71110 7105 72J7
£n 7266 7335 7265 7151

55 73,85 7i1° 7111

i*® 2^5 nJB6 73-56 7361
Apr 73.70 7460 0 0

W.00 7465 7460 7361
Jim 74J0 74.70 0 0M 7465 7660 7460 7421

CRUDE OtMUpht) 42600 US g*s Stomal

HEATMQ OB. 42600 US gtfs, cera^UO gate

Latest Previous HfahAjoiv

Nov 5220 52-31 5260 52.10

DOC 5265 5368 63.70 52.75

Jan 5365 83.71 54.15 33.45
Feb 53.70 5368 546S 53.70
Mar 5360 5368 5365 5360
Apr 5140 5261 52.76 5240
Ltey 51.70 6168 5160 51.70

Jiat 6165 5161 5160 6165
Jut 51.60 5161 81.70 5160
Aug GBAQ 6166 S2v40 52.40

COCOA io tormaa&tonnea

Poaa Prerioua Wgtvtow

Oec 1129 1143 1157 1122
Mar 1170 1180 1194 1182
May 1186 1198 1207 1177
Xd 1196 1208 1219 1190
Sep 1212 122S 1234 1212
Dec 1228 1236 0 0
Mar 1234 124* 0 0
May 1254 1258 0 0
JU 1268 1270 0 0
Sep 1287 1209 Q 0

COFFEE -c- 37600638; oenta/toe

Ctaee Previous HgtVLow

Oec 74.70 7465 7665 7260
Mar 7760 7665 7860 75.75
Msy 7860 7860 7960 7760
Jui 0020 7965 8060 8060
Sep 81.80 81.00 8260 8160
Dec 8360 8360 0 0

8660 8660 0 0

SUOAH WORLD -11- 112.000 lbs; cents/tos

does Pmvtotn Mgh/low

Mar 10.47 10.48 10.53 1041
May 1064 1063 1063 1069
JU 1069 1068 1070 1064
Oct 1068 1088 10.Q9 1064

COTTON 50600 8b; cerea/ffia

O030 previous HJgtVLow

Dec 6768 5763 S7.74 5r_28
"

M* 6967 5863 S9S5 5060
May 6060 5963 6040 8016M 6060 0000 0160 0060
Oct 6160 8162 0 0
Dec 6162 6165 0265 8165
Msr 02.75 tgjq 0 0

ORAMQS JUICE 19.000 aw canto/fas

Qcoe Previous HigWLow

T1460 11460 112^5"
Jm 1102S 11760 11760 115.00
M» 11760 119.00 11960 11760
May 119.10 120.50 12060 12060
JH 12000 12200 12165 12060
8sp 121.40 122,75 0 pNw 119.10 12060 0 0
Jtm 119.10 12060 0 0
Mar 119.10 120.50 0 a

Chicago

Prevtoua HtgtWLow

Dec 1724 t721 17.70 IfAt
Jan 1724 17.71 17.87 1720
Fed 1720 1729 1843 1720
Mar 1725 1644 1614 1729
Af* 1611 16.17 1823 1608
May 1620 1630 1635 1623
Jut 1630 18.41 1645 1630
Jrf 1652 1820 1823 1643
Aug 1822 1829 1663 1822
Sep 1820 1688 1628 1600

EBJKhS [BaagOeptamber 16 1831 - 1QQ(

P* 28 Oct 25 Mhagp yraio
15856 18876 16876 134^ 1

DOW JONES (Base: Dec. 3i 1974 „ -|qq

Qcl2S QgZZ nraiaar.y, ^,
SP« ”962 120.04 121JHFubm 13066 12865 125.88

SOYABEAM8 5600 bu mtry cantaCBb bushel

Oose Previous MgtVLow

620T2 623/2 824/4
Jan 628/4 630/5 632/4
Mar 836/4 038/0 039/4
May 639/0 841ZB B43A)
JM 642/6 845/0 647/0
Aug 642/D 844/4 645/0
S«P 631/0 632/2 634/4
Mov 824/Q 624/6 626/4

SOYABEAN OH. 60,000 lbs; eentsAb

Ocw Prevtoua Mgh/Low

23J0 raiio 2X32J» 23.19 23, !7 2338
2367 2365 2361
23.40 2368 S3M

A* 2340 2368 23.60
AUO 2320 23.16 23,49
S^P 2298 23.00 0Od 22^5 22.6S 2235

SOYABEAN MEAL 100 fans;
‘

Ctaee Prevtoua

Of* 1ZL5 ^Jm 1922 193.9 igan
194J) 1952 195.1MW 1948 1962 19&1

Jul 1962 198.1 197.7
AU0 1982 1982 197.7
*» m* 1972
001 19C-3 1962 W72
MAIZE 6JXI0 bu mtn; canausefa bushel

P”* Prsvfaus HttevLow
Dec 258AJ 2SCV4 5^7

26P0 284/4 ^2M«y 267/B 2»4 ^™ 2«W Z
Sep 200ft} 280/4

252/4 252/4 ^** am » 0
W«AT SJOO bn mjn; custeiihj.^

9°** Pnwtats WtfrfLre,

««r 32tw ££ ^0

Z ss ss B

ggg__^ HWlat,
73 74/460 5TS
MXOO 74675 74^AP' 71973 75275

s s “2
£ SS l'™ P

ftovtous HWVLow

S ^ ss ass sa P
z ss S «
rw ,tTXZ 49ion

£ ««

—— mttortip^

—

? as I
s sss^ 54100 K •
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Big US selling bruises equity market
A PROMISING early Derto**** by UK sfaSTpricS

largely by wS
to a record clos-

JJfJSS
1
2!

erai€^t. was d£
S«SSd

u
from “W-moming

onwards by a very disappoint-
quwto-^ survey^SSd

J^i^oConfederation of British
J^ustty and some bad news
°nthe US economy.

„>,
ciuity marfcet, now

snowing distinct signs that its
upsurge this month could have
ryn out of steam, came under
neavy fire from some of the big
and influential US Investment
txnte and stockbrokers. It was
a sudden burst of heavy buy-
^nS interest from these
US sources that triggered the
big upward move in the UK
stock market, during late
August and in the mmhia of
this Trym^Vi

One senior trader said:
“There was a big hit on the
market this morning when
some of the Americans offered
large chunks of the Footsie
ftiture, which dropped sharply
to a level where the arbitra-
geurs moved in. Rather omi-
nously no-one around the mar-
ket. was happy to take the
offers, and the market' tone
deteriorated from then on." He
added that he still felt comfort-
able with the market but that
he saw little upside for the
next few days.

The FT-SE 100 Index began

the session in good form
reflecting Wall Street’s move
on Monday to an all-time
and showed a near nine-point
gain during the morning and
before the news from the Con-
federation of British Industry
survey was published.
The CBI quarterly survey

was every bit as gloomy as
some

. market observers bad
reared, saying that the eco-
nomic recovery had slowed

and calling tor a reduction in

domestic interest rates in the

November SO Budget
This news, coupled with a

very disappointing index of US
consumer confidence this
month, drove the. FT-SE 100
down to the day's low point of
3,164.8, a toll of exactly 20
points, before it stabilised to
close a disappointing session
19.5 down at 3,1663.

Market strategists ware also

disturbed by the US consumer
confidence index performance,

which at 69.4 per cent, was
well below general expecta-
tionsthat were in the region of
63 per cent.

A number of UK commenta-
tors expressed concern about

the equity market's recent per-

formance. “I would like to
think the market peaked at
Footsie 3,199,” said Mr Robin
Asptoall at Panmure Gordon.

trading volume in major stocks
oo-i Met

D*t

SDrftflErwS*5®—:5S £

Oo*s tkI*

«< -* t_lg «
— - - 4M <n «4 >>»> «M M

S3 BS=g

Bond on to* bad
twnctad dam f l

1 uokm fcr * Mtaak*! d Mftm
•CUM an FT-SE WO fadM

n «<9 8^vmwSFTuco
wooW -«t Mtaapadf-— VXD

acutia daft Ovougb tM 8SA0 nMn jaM

The strategy team at NatWest
Securities, in their latest

Equity Market Commentary,
pointed to “a deluge of profits

downgrades so tor this month
- fiveupgrades compared with
18 downgrades - an uninspir-

ing results season and a couple

of disappointing inflation fig-

ures". BZW said: "After the
FT-SE 100’s surge towards the
3300 mark, the simple price/

earnings and yield valuations

begin to make the eyes water."

And dealers also expressed

minor disappointment with the
volume of business transacted
so tor this week. Turnover yes-

terday of 589.5m shares,
although well up from Mon-
day’s dtgmfll 4*g pm, was well

below recent levels which have
held at well above 600m per

day to- the past two weeks.

Customer business on Mnrwfay

was valued at £L17bn, also the
lowest figure fin: two weeks.
The telecoms sector, roughly

handled last week as one of the

leading UK brokers adapted a
more cautious stance, put on a
good showing in the wake of

some determined US buying.

Ml 45tam. TraOTa of cna nOton ortnoram

A**-te,Mt rteilfmj Dates

Not i Not 18

Optton DKteXfcoK
Oct 20 Not ii Not 29

LmcDmAuk
Oat 29 Not 12 NOT 90

Aaoount D«
No> 8 Not 92 OhI

Hair iMrihm
fmotuakjmd^ar FMOTtoa

Lasmo
finance

chief quits
ALL EYES will be on -the
performance of Lasmo today
after «mfirmflHnn ramp Jq+p in
trading yesterday that finance
chief Mr Michael Pavla is to

resign at the end of this week.
Last week Lasmo repeatedly

denied any imminent board-
room changes. The departure

has been widely tipped in the
market, with speculation gath-

ering momentum over the past

few days. One market watcher
believes that more boardroom
moves could be on the way. “It

is an overweight board at the

moment," -he s«M, adding that

the company is likely to pause
a while for the City to digest

the consequences of Mr Pavia’s

leaving.

The finance chiefs departure

is by tor the most important

change- that the City was
expecting. "He has paid the

price for Ultramar," said one

analyst Sentiment surround-

ing Lasmo plunged after its

acquisition of rival oil com-
pany Ultramar early last year.

Takeover interest in Lasmo,

on which there has bean
steady speculation since Brit-

ish Gas’s unsuccessful attempt

several years ago, may be

heightened by Mr Pavia’s resig-

nation. Potential bidders may
see the departure as a willing-

ness on the part of Lasmo to

on new ideas. European

companies, as opposed to UK-

based ones, are expected to

show the most interest.

Upbeat oil analysts believe

the shares will bounce today as

Tfftsmo has cleared the air of

the persistent market rumours.

"It will mark a turning point,"

NEW HIGHS AND
LOWS FOR 1993

Sarianda. SMdrtOjMwiyuW^SSKS^^ST
Sbaips E Rato. Ttwta

?«£»«££:S£uS«^«aX
FLECTWCAUS (3) BeCCOto.

eiTvw.F-

National

PteMQfr RaoCfWL ftouWnfc

itftsiGHAMT EfHHKff (Q WlrMiRC 1®^ W.

ESreL,

HWTBUaraW Ow"?
BidMW(leiwii"'0,,Www'

SKMBS(t)HlMpi*A-

said one. Yesterday the shares
held unchanged at I45p in
modest turnover of 23m,
although the announcement
ramp in Hip fact half-hOUT of
trading. .

Others believe the market
had already factored Mr
Pavia’s departure into the
share price, although they
think there will be a
shortterm boost an the news.
"We may see US buyers becom-
ing excited." US interests are
thought to account for over 20
per cent of Lamm shares.

Early speculation on a suc-

cessor to Mr Pavia again
focused on Mr John Walmsley,
former finance director of
Enterprise Oil who left the
company earlier this year.

Ferranti tumbles
The announcement that

troubled defence electronics

group Ferranti International
was in talks that might lead to

a bid for it at one pence a
share saw the stock undergo a
dramatic 73 per cent slump
amid record turnover.

Although the mid-afternoon,

news had long been mooted in

the market, it nevertheless

took dealers by surprise and
the group Immediately dived
6% to 2%p. as volume soared to

a hefty 389m.
The company did not dis-

close its likely bidder but
many in the market pointed

the finger at defence electron-

ics group GEC, with one mar-
ket watcher saying: “GEC is

the most obvious candidate for

a. rescue. There is no doubt
that a rescue is what it would
be. We shall now wait to see

what can be salvaged from this

sorry tale."

There was also a feeling in

some quarters that the UK gov-

ernment may be playing a part

In brokering an agreement
between Ferranti and its

suitor. Other candidates men-
tioned included French defence

electronics group Thomson
CSF. GEC shed a penny to 341p

in trading of 49m.

Thames Water slides

The shock £25m provision

announced by Thames Water
with Its figures yesterday was

the signal for hefty profit-tak-

ing throughout the water sec-

tor. Shares in Thames were
inevitably the worst hit, dos-

ing 13 down at 56lp in high

turnover of 5m. Elsewhere,

Severn Trent slipped 8 to 565p,

South West 10 to 602p,

Southern 11 to 600p and York-

shire 12 to 678p.

Yield considerations have

the water sector soaring

in the two mouths, the Index of

shares jumping nearly 15 per

cent since the beginning of

August. Mr Bill Dale at SG
Warburg said: "The sector has

risen so tor so tost and was

vulnerable to a short-term set-

back, which the Thames provi-

sion duly provided. However,

we believe Thames remains a

core holding in the sector

reflecting the strength of Ite

underlying business.

The Thames provision,

which was taken against two

overseas contracts, alsojreig-

nited worries over dlversiflca-

FT-A Afl-Shm (mfex

rlABO.

.ssesT
burfswati

I##--'

'-wm
blilibl

tion by water companies away
tram their core business areas.

These concerns added to
impending regulatory anxieties

in the UK led to some limited

switching into the electricity

stocks. The sector also saw fur-

ther heavy business in the gen-
erators. Among the steepest

rires, Yorkshire advanced 8 to

64lp, Eastern 7 to 814p and
Manweb 8 to 6S8p. Turnover In
Scottish Power hit 8.1m, the

shares adding 3 to 416p.

Salomon Brothers, chose a
basket of Rees (regional elec-

tricity companies) yesterday to

launch a cornered warrant in
the equity market The war-
rant allows investors to buy an
option - in this case £L50 -
which they can then excerdae
at any time over the next 49

weeks and buying the underly-

ing shares of the Rees at the

price at the date of the war-

ranto purchase. Yesterday, the

strike price was £26.00. The
issue, coinrides with Salomon’s
reiterating its positive stance

on the Rees.

The fall in the oil price ham-
pered most stocks in the sec-

tor. BP lost 2% to 337p in mod-
erate turnover. Enterprise Oil

gave up 5 to 476p. Against this

trend was Shell which finned a

'

penny to.709p, with one ana-

lyst pinning some reason to

good results by Exxon.
A variety of factors con-

spired to bruise a recently
bouncy drugs sector. Smith-'

BIim Beecham “A” toll back'll

to 429p in volnme of 2.4m as

confirmation came that Mylan
Laboratories, of the US, had
won approval to market the
generic form of SmithKline's

Tagamet US patents on Taga-

met expire in May. Some down-
gradings were expected on the
baric of the move. Panxnure
Gordon added to the stock’s

problems by switching its posi-

tion from sell to hold, saying

that others in the sector
appeared better value.

Glaxo was hit by Morgan
Stanley moving from a "hold”

to a "sell", retreating 23 to

891p. Some drugs analysts feel

that (flaxo has risen too high
in the recent pharmaceuticals

rally and that past £7 the
shares seem overvalued.

. Nervousness ahead of results
- due tomorrow - again
hounded Wellcome and it gave
up 22 to Btfp.

In the slight backlash -.in

drugs, flanfath was said- by one
analyst to have made a some-
what lacklustre debut on the

market It began trading at

465jp. after befog placed at 460p,
rose to a high of 473p and
trailed off to dose at 46gjp.

US support, particularly In
the ADRs, was said to have
lifted Cable and Wireless, up
15at958pand Vodafone, ahead
7 at 561p.

Among financials yield buy-

os were seen early In the day
in Lloyds, though having
advanced to 574p, the shares

followed the market lower to

close unchanged at 568p.

Vague bid talk was once
again heard in TSB where the

shares edged half-a penny for-

ward to 220p. Abbey National

eased 4 to 413p, with the mar-
ket with active dealing in the

traded options reported.

S.G. Warburg was reported
to be a buyer of Prudential

Core, up a penny at 37Ip.

Food manufacturing stocks

witnessed a mixed session as
the recent directionless trading

continued to defy broker
recommendations. Ahead of

the impending results season,

Kleinwort Benson was one
house believing the sector’s

recent underperfonnance over-

done and advising clients to go
"overweight". • •

Turnover in motors group
BBA rose to 159m, making it

one of the day’s most actively

traded stocks, as the company
continued to bask in the glow
of Monday's appointment of a
former BTB director as its new

FINANCIAL THttS BQUITY MOKES
OB 2B OCt 2fi Oct 22 0Ct21 Oct 30 * me im
23814 2305X 24094 2397-9 23712 19784 24142 21247
180 3X7 8X9 - 187 3X1 449 492 1X2
441 449 447 449 448 948 &98 447
Z7X3 28X8 2120 2&X6 2740 1946 2840 1940
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MM Oet 28 OB 25 Oet 22 Oct 21 Oet 20 lar ago

WBMjlto 29X99 32442 ‘..34422 32X58 32X68 21483

toMf Tunwatttet 11713 1848.1 17574 15014 1039X
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eourry futures and

opt,ons tradwo

LARGE-SCALE PS seitog of

Footsie futures left

her eontrari

few Mends in fl«!.“***’

writes Christine Bu^es^
With sentiment knockwoy

the Si wrvey “
tends, the Ofokenng hw*
STSrly interest nN

^

proved too weak togjj*

upwards by the Inflow of VS

money, Ammtoan «mng cot

off an Important
The downward arm Began

after the contract had mus-

tered a climb fromits opening

of v 182 to its day^s hi^i of

Then* after publication

CBI's findings December

mercy of the strong

“Some institutions were buy-

ers. though in insufficient
numbers to provide a lift as
tiie heavy US ofT-loadtng ran
in tandem with intensive seB-
tng by independent traders.

A poor opening on Wall
Street

-

consolidated gloomy
sentiment in the market
although December traded
ahead of its fair value pre-
mium for most of the session.

However, its closing level of

3,180 was Just mi a par with
the fair value premium to the
cash market which stands at

about 15 points.

Action was moderate in
traded options and volume
readied 30,053 lots with ft

fairly even balance between
today and stock options. The
most dealt stock option was
British Gas at 2^24 lots with
the FT-SE 100 option at 8,090.

chief executive.

BBA shares jumped 12 to

I79p, with sentiment ftirther

boosted by a strong recommen-
dation from NatWest Securi-

ties. BTR followed the poor
market trend, ending 5 off at

389p after volnme of 49m.
Rolls-Royce shed 2% to 153p

after Pamnure Gordon advised

investors to sell the stock, hi

its 48-page ‘Engineering Quar-

terly* review on the engineer-

ing and aerospace sector, the

broker said of Rolls: “There is

no recovery in sight"

Agency broker James Capel

was said to have moved from a
hold to a sell on AQfed-Lyons,

which retreated 7 to 591p.

MARKET REPORTERS:
Joel Kfoazo,

Christopher Price,

Christine Bucfcfoy.
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CROSSWORD
No.8,290 Set by ADAMANT

ACROSS
Z Song of well directed pair

(4A4)
7 Street without a bar (3>
9 No contents to spoil at this

dwelling (5)

11 Stoe^^MStivein toe current
situation (9)

ll Lose one’s breath in the
main (5>

18 Commendations came in a
variety of ways CD

15 Corrodes part of the engine
at Silverstane (4)U Village ladies ffnd the pre-
mier comes over as an inef-

fectual person (4)
20 Article on developing a

rash in the desert (7)
23 Classic place for timeless

predator (5)

24 Determine the position of
nothing, nothing in French
gallery (9)

26 understanding harmony (9)
27 Moist new leaves out (5)
28 One falling In a river

should get warm and dry
(S)

29 Others sent in after board
game (5,6)

DOWN
1 Celebration requires a mere
job of organisation 0)

2 Undertaking to kill off the
treaty (8)

3 Flight from war or disaster

<5>
4 Turn the cover on the
novel? That’s a tricky ques-
tion (7)

5 Great people in semi misery
CD

6 The French way to abandon
the fltori defence (49)

7 One of the explanations
that are working on the
issue (6)

8 Third party insurance owed
on Ann’s accident (6)

14 Mother in these predica-
ments needs a rope (9)

16 Making a model dress (8)
17 Another scene set in unbri-

dled sin causes angry reac-

tion (9
19 Saying oil company should

come up with car contents

CD
20 Comic item let off with a

pin (7)
21 A student lifted a topping

piece of material (6)
22 One who records twenty

runs (6)

25 It keeps you in suspense (5)
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Confidence data hit US dollar

AND CAPITAL MARKETS

FINANCIAL FUTURES AND OPTIONS

THE US dollar fell briefly
against a generally weaker
D-Mark yesterday as the latest

consumer survey showed that

confidence in the economy had
dropped, writes Peter John.

The correction marked the
end of a one-week run which
saw the US currency record a
gain of some 7 pfennigs against

the D-Mark.

Profit-taking in Tokyo on
Monday night had already
brought the dollar back from
its highs against the D-Mark.
Then, the latest consumer con-

fidence. index showed a fall to
59.4 per cent in October from
62.6 per cent in September
against expectations of a rise.

The dollar slid a pfennig
against the D-Mark but rallied

later to close at DMl.6810, up
from DM1.6735 previously.

By contrast, the Canadian
dollar was down more than
two cents against the US cur-

rency at one stage. Dealers
said the Bank of Canada was
intervening to dampen volatil-

ity in the Canadian currency
as It was announced that the
Conservative party had been
trounced by the Liberals in the
country's general elections.

News that the Bloc Quebe-
cols had become the leading
opposition party revived con-

cern of a resurgence of separat-

£ IN NEW YORK

ism. There were also misgiv-

ings about the Liberal Party's

economic programme. The
Canadian dollar fell to C$1.3260

to the US dollar at one stage

and closed a cent lower at

C$1.32.

The pound retreated from a

Monday night gain against the

D-Mark as investors took early

profits. It fell further as the

latest Confederation of British

Industry quarterly industrial

trends survey showed manu-
facturers’ orders and output

were flat in the past four

months and export orders had
fallpn hanlt.

Sterling closed unchanged
against the D-Mark at

DM2.4875 while it fell against

the dollar to $1.4795 from
SL4860.
The D-Mark continued easier

against rival European curren-

cies as provisional west Ger-

man consumer price inflation

data for October came in much
as expected and no signals

were anticipated from today’s

Bundesbank repo. It slipped a
centime to FFr3.48 against the

French franc and fell against

the Greek drachma and Norwe-

gian krone in spite of interest

rate cuts in Greece and Nor-

way.
Greece cut its discount rate

by half a point to 21.5 per cent

and its Lombard rate by a per-

centage point to 25.5 per cent

Foreign investors had sold

drachmas on worries over the

new socialist administration

but the weekend policy state-

ment was mild and investors

decided to readjust their posi-

tions. The drachma closed at

DH43-55 to the D-Mark against

Dr145.54 previously.

Norway’s central bank cut

its rate for overnight deposits

to 5 per cent from 5.5 per cent

and the krone rose to NKrl351
to the D-MArk from NKrL352.
Portugal cut its nine-day

repo rate by half a point to

10.375 per cent and the escudo
eased to Esl03.62 to the D-Mark
from EslOS.2.
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UK interbank operations were
tight ahead of a record sized

government bond auction
today, writes Peter John.
The Bank ot England fore-

cast a liquidity shortage of
around £550m in the money
market, later revised to £650m.
The shortage was smaller

than many in recent days with
the result that the Bank of

England did not offer early

assistance.

UK ciearing bank base tending rata

6 per cod
from Jsnuaiy 28, 1993

However, there was an
unwillingness among market
participants to accept Bank
help at a second round at

midday, when only £3m of bills

were bought
A ftirtber £219m of band one

bank bills were bought in the

afternoon with discount houses

principally meeting the

liquidity shortage. After the

official close, the Bank gave

late help of £l90m bringing the

day's total to £412m.

Also, short sterling moved
within a very narrow range in

spite of a gloomy economic

survey which might have

given further impetus for a US
interest rate cut
The latest Confederation of

British Industry quarterly

industrial trends survey

showed that UK
manufacturers* orders and

output were flat and export
orders lower.

One dealer said; “You can
make a very very good case for
a one-point cut now and short
sterling is still only
discounting a half-point
reduction. 1 think the market
Is overbought and people are
holding back ahead of today’s
gilts auction."

The short sterling futures
contract for December was up
at 9465 in early trading but
slipped back to close two basis

points weaker at 94.59.

• German and French
short-term interest rate futures

held steady ahead of today's

securities repurchase by the

Bundesbank. German call

money was quoted at around
6.5 per cent, little changed
from Monday's levels, and
dealers said the market was
well-offered.

The German Euromark
contact for December was
slightly easier at 93.88 by the

rinse and the French December
contract was unchanged at

93.73.

Market opinion was split as

to the likely level of the repo
funds allocated, but the

amount is expected to be
similar to last week's
DM74.1bn and most dealers

said the award would have no
significant impact on short

interest rates. Call money was

seen holding above the repo

rate of 6-40 per cent this week.
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ira» ago fpprrog

270
26.77

NEWYORKACTIVESTOCKS

364 -1

M Nifipipi Akwcqm.^
AIpBBBctnc mm 13B0 -40

Amano Cap —
Ando Gonstnictton

—

1320 +10
GG3 +6
1.160 -50
479 -8
BOBO -30

1380 -10
1370 _

;
1 T i; '

715 -5
1300

Am Cap 430 -26

BanyuPnonn 1,080 -10
1350 -10
SIS -10

Canon —
Canto Salsa

1.510
2.35) -80

Cmvairawnee—

.

'',1 viJ' 'iTH
1.120 _
1.450 —

- Hj T1

1360 -80
2.BH) -40

OaEmo (J§ 870 -10

Date) toe
DaBUm

1370 -70
1,410 -10

i.-i-ri -
,

• 1 ri
V .

' ."jJjfci 810 -50

Dpttyatoc 1.180 -20
635

DalMpponlnk
Dal Nippon Ptummc.

1360
I». r. •"ill') ,-f^^

1.770 +20
819 -18

Datobawa Paper ...

DM Tokyo FUI

1.570 -40

4.450 -10
BSO -15
S28 -11

an NMdsco

BankAnwtca

tat

Gaa Motor*

TeMra
Hat Health

WAX Tech

Cttrap

map Monk
SCE

Stock* Ctoteng Change
traded prlca on day

5,127,500 5% — —

.

4,460600 42% - %
4.33SJB00 46% +1%
2635.400 45% + %
3.436.000 55% * 1%
MH900 13% - 2%
3.161.7D0 24% * %
2JS3J00 36

2356J00 52% - 1

2282.400 20%

TRADING ACTIVITY

t vra*i*> h

HbwVtrt SE

Ann
HAEDAQ

mSE
laaaaaDadH
Han

MKons
Oct 26 Oct 25 Oct 22

284504 257174 296530

15JE3 15.418 19785

to) 284 C4 361739

2645 2$40 2638
90S 903 960

1,121 1.076 1.029

616 681 649

68 68 95

39 27 27

FHOAND
KX GoroM C8712M 15919 15560 15S9B 15182 155980 (2B/10)

FRANCE
CAC (knsrd Q102/B1) 609.73 B0623 G0639 59224

CAC 40 010387) 221137 2227.73 223188 2183.72

60873 (267101

223136 (22710)

GERMANY
FAZ AMtan 01/12(58) 79208 79212 732.67 JB239

QaMntert 0712/55 226700 22892 22704 2241

0

DAX (307)2/87) 205172 207439 206117 20348}

782.07 02710)

227640 09/10)

207439 (25/10)

HONG MONO
Hang Seag Baric (31/7AS4) 879090 0767.50 871132 888258 9031 13 087101

IRELAND
BED Owed <471 tOBI 178150 K) 178353 178690 178690 (21710)

ITALY
BwaCWL lit (1972) 58553 5B221 58376 58973

IO GenwaJ (tflflfl) 12860 13010 13080 12970

K£38 00/81

139030 pom

JAPAN
IBM 0G/5M9) 3)02160 2030333 2026433 20179C
Toluo S£ (Tapk) (4/UB8) 164531 1B8B44 1G6509 164556

Id Sadta (471/S8) MBHI 2125.77 215332 215975

2114611 03/91

169667Q/B)
239497 (71B)

MALAYSIA
JOS CtBtjxcto (4/4706) 82035 930.49 83411 93739 93739 (2V1B)

NETHERLANDS
C83 TLRkiGBifad 1083) 4082 4061 4092 4047

CBS Al 3» £od 1883) 2649 2643 2655 2G23

MORWAV
Otflo 5E 9D4M2W83) 101583 182232 102174 101739 1022.74 02/10

PMUPHNES
Itada Comp p/1/85) 224153 2231.18 22605B 22(7.46 22603) C2710)

SINGAPORE
SB B3WOT (2/4/75) 55453 55233 55138 55144 55537 08/101

208600 000)
471900(077)

SOUTH KOREA-

Into Cram Be (471/Bffl 74737 74246 7363W 741 10 77725 0/6)

SPAIN
UrtU SE »yi2/Kj 307.13 30667 31026 30578 31028 (22710

SWEDEN
Nbmnkn Gen (U2/37) 14162 14HL0 1417.4 14113 141740 (22/iq

471.24 (13711

177221 GSfl)

58887(14711

109430 ft 471

1

151650 (13711

44833 1171)

99200 (1171)

16287.45 (571)

125056 C571)
1851.72 fifi/1)

295.70 14/1}

19850 (1371)

SWITZERLAND
Sates Back tad. (31712/581 115166 1140B1 115407 114739

sen Gawd (1/4/07) 00931 01323 907.74

300205 299454 299672 302681 314694 (1081 274331 0171)

41 87JO 415530 415330 410120 418BJD (1VM 327580 01/11

1991 31 197951 197852 196150 1SBM9 (18/101 172057 (2171)

TAIWAN-

Vtogtato Ptlce tSOfiCS

THAILAND
B»*W JfT 00(47751

Bn lop-100 5K/90

Data Zt Tama to

» SiDM 10 o«Bd ifttoJtoloi

1W635 117208

VB* Fite 410059L a

t CtradtaL

06238 39B71Q1 501128(7/4)

114954 115332

S07.10 05/101

1175.45 1167.50 I 1175.45 (227101

ea Dwv Be 73538

90450 01/11

87870 01/1)

48850 030)

90.73 03/11

Kan Ida if* takes n 100 note MM farad BB% HEX te, IB Gw. «». fin Tro-lOO EEO (hand rod DAX -

1300. JSE God - 557, JSE 5 Manus - 543 kd Aarth M Orttat ad HUnp - 9ft to and M Uratodte

IBS Com—+'—

—

MW Crop

BSD -6

1360 -70
MS -5

-3

1300 -20
3.140 -40
1.17D -20
584 -11

1ST
-10
*9

083 -a
+2

406 -11
830 -0
975 -23
645 -495

674 -10
-5

40B -2
622 -31
1.460 -40
1.730 -50
sin +11
788 -2

-13
1280 -40
901 -9
427 -13
407 -16

-24
pap -1
416 -4

-SO

1320
669 —39
UBO -40

J£°
-100
—4

2.000 -30
3300 +50

961 -22

.1.130 -20

Iflto -10
476 -35
274 -4

-10790
628 -a

671 -5

430 +16

B39 -4
1JB0 -30
597 -C3
2,130 -20

1.560 -20

IS THISYOUROWN COPY
OF THE FINANCIAL TIMES?

Or do you rely on seeing someone else's? Every day (he FT reports on the topics

that matter to people doing business every day, in and from Europe.

We cover the latest European, U.S. and international news, and analyse the impli-

cations from a European perspective. In fact you’ll find far more than finance in the FT.

No surprise then, that the Financial Times is read by over four limes as many

senior European businessmen and women as any other international newspaper*

Make sure you're one of them by getting your own copy of the newspaper

delivered daily to your office. -soctctebrsiw
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MEW YORK STOCK EXCHANGE COMPOSITE PRICES

m. w a
lb i E in v

0*8 1S603 213 13$
0-18 U 30 250 15%
1.W £6 22IG66 ffii .. .

55 8928 70 67%
13 10S 3$ 3%

£00 4.2 31 NO <7% 48 47%
068 £4 17 5033 28% Z?% 27%

isn
dgb fa fact

14$ 11% AAR Cap
2S$ ift A L Late A
67% 54% Mfl> he
72% 55% AIR
3% 1$MX

51 >2 29% ASA

30% 22$ Abbot! fa
12% B%AMBdPr
15% R%Acptn»h
36 25% ACE Uf
1210%ACMGnn
10 B%ACUMpp 080 8.1

10 8% ACM Get SQ 080 02
I
ACM MSe 096 £3

l
MSI Uao US 03
lAGMMreggd 072 7.9

jtaiwOwj 044 4.3 13
10 6% Acme Elect 88 200

27% 1A%AHM1flB 044 ll 14 10
16 I0%Ao«r 38 543 1. .

21% 18% Adus Ejgr 048 £5 0 92 19%
66% 45% Ad Moo 100 02 134
32% 17% Ad Men) P 000105 7133B0 V

8 ftAdvwtGrp 016 £0 14 227 10

24%14%AdniB 008 05 70 62 15 14

11% 11% 11%
11% 11% 11% ft
9% 9% ft ft

10% 10%

51% 41% Aegon ADA
64% 43% AMnaU
34 a6ij Afte

22% ifi% Ahnunaon
7% ft Atomic
48% 24% Air PIam
30% 18% AvtmRl
43% 18% Akgahe
15% iftAkfessta

106% 101 AtaPnOlG
107102% Abb EL2BC

IS 12% AkolaAIr

19% 14% AJtanyW
zb% ra% rvcuhr B
25% 17HQ*rrA
29% 23%AtWBons
21% 16% AkanAkn
50% 35$ AfcoSCmd
30% 1ft Atofirown

2ft 10% AMxrMto
24% 17 Alegti Lud

56% 46% AEtogo Paw
46 29 Alai Gp

29% 13Alan Con

2fi% 20$Afcigan
27% IBJj Arte Cop I

10% 8$ Arte S 018
ZS 16% MO (noil 089

745 57%ASdSg 1.16

11$ ft AbMunTr oa
ft 7% AboncOp 063
10% B% AJaMnhC 07?
tQ*4 8$ AhtMnhc am
r% 23 Altef Op OK
7% 3$ AJhKdB

1.23 £4 10 43 50% 50% 50?

£76 4.4 43 018 63 62%
040 1.3 15 740 31% 30% 31

088 43) 8 6300 18% 17% 1L . _
5 116 3$ dft 3% ft

OS2 12 23 2696 41 29% 41 +1%
030 1.0 38 4315U30% 29% 29%

'

44 333 40 38% 38%
1.72118 11 27 15 14^

8.16 7.7 a>10E% 105

7.28 7 1 720 102% 1

020 1.4 3 313 14% 1

035 £0 44 554 1 .
026 12 15 178 22% 21

026 1.4 14 96 19 18% 18

036 15 19 5119 25% 24% 24 .

0 30 15 30 9594 20% 20 20%
096 2.1 19 681 45% 45% 45%
080 £3 5 323 27% 26% 26%
1JO 4.9 22 815 21 20% 20%
048 21 21 3159 21% 20% 21%
324 09 14 477 54% 34% 54%
1.75 4.0 11 43% 43% 43%
024 1.1 2T 3074 22% 20% 21

040 12 13 1428 22 21% 22
1.40 52 30 189 26% 26% 26%

207 9% 9% 9%
19 106 25%

1.76 1 6 1 7 4756 73%
156011%
401 8%
138 9%

__ 21 10%
080 2.8 20 1966 26%

15 383 4%
1.60 23773 2611 70%

29 6197
098 8.0 198

024 32 34 lid
040 1.7 7 821

008 1.1 10 1812
048 £6 12 87

-1%

26 *%
72% 72% -%
11% 11%

% a
10 10%
28 28%
4% 4%
69 69% -1%

26 +2%
ft

78% 59 Alcoa

47% >9% Aba CD A
12% 10% Amtortne

8 5% Am Pratt

25% 16 Amu
10% ftAmmGota
22% 15% ATOMS*!
56% 43% Amanda
10% 9% AmAlJR 048 49 154

28% 14% Am Bant* 002 01 3412851

40% 2B% Am Brands 127 58 9 3841 34

21% 14% Am BUM M 050 3 0 11 115 1

31 21% Am BUS PW 075 3.4 13 234

8% 7% Am CM he 077 97 462

21% 20 Am Cap Bd 1.54 72 35 48
24 2Qi4 AmCMCVi 1.08 4.6 0 5 23

59% 46AmCyBnamd 1.75 32420 1427 54%
40% 32AreBPovn £40 62 13 892 38%

1.00 3.1 3217812 33$
1.10 17 II 6300 30%
077 B.1 265 9%
224 10 8 194 28

. 060 31 12 205 19%
69 55% Am tome Rr 184 4.6 13 4510 82%
2% 2 Am Hotels 0.7531.6 9 T2 2%

040 05 16 5974 89$
1.00 06 189 11%
060 1.1 12 316 55%
050 55 6 97 8%

0 75 1%
080 £0 12 1077 41

132 £3 1910358 58%
22% 18% AmtVatrKEi MS 5.7 1 21%
32% 24% Am T/iB 1 00 12 15 73 31%

"
3 68 4.4 15 2709 B4%
US 35 14 15 38%
088 50 17 800 13%
£20 35 15 5190 56%
020 30 16 <7 7
012 12 7 463 3% _
116 4.0 10 1125 29% <129% 29%

II 1019 3% 3 3%
030 0 7 43 1198 45% 44% 45%

27 207D 21% 19% 20%
094 18 22 222 24% 24% 24%
144 3 0 13 4741 48% 47% 48%
£67100 2100 26% £9% 28%

15 89 32% 32% 32%
044 £8 16 54 16 15% 15%
1.80 14 17 1102 53% 52% 52%
026 1.1 28 5261 26 24% 25

36% 22% Am EqtRS
36% 27% Am Senl Co

9% 8% Am Govt ki

29 18% Am MB) Pr

25% iB% Am Hemps

aS“£ 4. Mill IW»
100% 73% Amir Ml
12% 71 AmOpptnc
57% 37% Am Pita*

9% ft Am Real £s

2% 1 Am Stop Bd

<9% 36% Am Stems
65 50% ATST

91% 70% AmertUdi

38$ j0 7j Ameren Inc

17% 12% Amettkhc
59% 43% Amora
10% 6%AmpcoPm
7% 2% Amre he
36% 29% Antsoum

4% 2% Aracamp
51 % 25% Anadafto

29 15% Analog Dev

27% 22% Ansehta

60% 43% AmtsrBsdi

27$ 26 ANRPpePf
49% 30%Antnam
)6% MAntnonyta

63% 50 Am Core

33% i'%AscfteCre

20% 20%
3% 23%
54% 54%
38% 38%

3 3
Z7% 277b
19% 19%
81% B2%

' 2%
88

11 9% Apo Ibn f i 0 77 7.3 113 10% 10% 10%
14% 6% APH
105 IdOApoatW
14% :% AmAdfttag

13% 15% AbdIPwA
26% 20 ArcherDan

47% 29% Area Chord

10% 7% Anda
43% 36%Al«aP1
50% 42% Armen 4 5P 4.50 90
8% 4% Armeo he
27% 21 Arnica IIP
45% 28% Amarong
43% 26% Arrow Bee
6% 3 Arm Grp

37% 25% Anftihd

28% 16% Asm) he

<1 25% AssfltSas

20% 12$ AUdone

3K’S 260% AO RUi 2
42% 35% Aflnq 6»
10% 5% AdntaSas

25% 21% HMcEgy
127% 107% Ad RW)
5% 2% Anas

31 22% Annas Engy
10% 7% Attwds AOR
16% 8% AudkWVH
£1% 11% Augai

10% 6% Austria Fd

37 957 13% 13 13%
8.12 73 ZSO 102% 102% 102%

3 1046 5% 5% 5%
fl12 0.7 £1 344 17% 17% 17%
110 0.4 14 4127 22% 22% 22%
£50 5 7 19 67 43% 43% 43%
0.28 14 26 791 8% 8% B%
100 72 18 42% 41% 41%

3 50% 50% 50%
1 2628 8 5% 6

2.10 12 7 25%
" ‘

IX £6 26 4929 u46$
15 2430
0 119

176 £8 15 1036

__ _ __ 040 £3 7 2508 174 .
31% 22A3*JCWJ 040 1.5 8 56 27% 27% 27%
35% 24% Aston OD 100 £9 67 1567 34% 34% 34%

12% Ash Pk F x 009 04 562 20% 19% 20%
7% 2% AssetDM 04016.0 0 294 2% 2% 2*i

012 03 25 72 37% 37 37
150 16 26 186 17$ 17% 17%
£80 I.I 1100264% 264% 264%
£08 55 19 270
0.40 4.1 12 7100
154 6.9 14 327 224
550 4.9 14 4003 113*2 110% 112%

0 243 3% 3% 3%
1-28 4.1 13
033 35 14

21

040 20 31

002 01
56% 48% Autam Dm 052 15 ?4 893 52%

3% 3%
28 U31 30$ 31
198 9% 9% 9%
IBS 16% 18 16%

4% 2 AteonEgy
25% 18%Atemca
42% 29 Srmet he
64% 48% Aren Prods

16% 13% span Care

37% 32 BCE
8% 5% BET AOR
8% 3% Barmen

19$ 17 Bator FeK
29% 18% tolar Hugh

27$ 19% Bailor Sc
37% 26%BalCDre
12% BBWyMIg
£7% 22% Baton G8£
13% 6$ Ban Betas
49% 38 BineOm
23% 11% BstfHa
27% 20% EkmcoK V

59
044 £ I 17 27
080 15 19 627 37

• . __
150 17 14 4116 48% 48'

16% 18% 16% +%

£64 7.6 27 2232 34$ 34% 34$
0.19 £S 31 25 7% 7% 7%
020 £3 5 431 3% 3% 3%
040 £1 237
Q46 £1 70 2849
040 15 22 42
154 4.7 21 530

1M 1647
1.48 5.7 13 2173 .. .

050 45 15 388 12$ 12%
154 12 1411752 38% 38%

19 18

22% 21

27% £7 .
27 d2G%
9% 9%
26 25%

"52 JB%
26 21%

1.17 4 5 9 1299 26%
15% 12% BocoCatiH 086 55 7 64 14%
53$ 40BOBHWOI 1.38 12 10 875 43%
2$ 1% Bandana 37 1456 1%
60% 44% Baresghc 055 12 18 119 64
55% 40% BarMsartto 1.40 13 B43135 43% 41?

91 71 Bank Boat 556 02 5 89% 89% 89%
29% 20% BankBostn 040 1.7 10 2125 23% 23 23%
49$ 40% 8k BoomP 104 02 II 48$ 48% 48%
82% 50% Bank New Y 1.B0 14 10 B610 54% 53 53%
50 43% BertcAm A 125 OS 31 49% 49% 43%
92 75 BanfcAm B aw 63 23 SI 90% 90%

83% 85% Bantore Tr 312 19 7 3303 79% 79% 79%
35 22% Bsda ADR 097 £8 97 10 33% 33%

35% 20% Bard (GR) 056 23 30 1 356 25 24%
34% 29$ Barnes &p 140 43 39 6

"
50% 40Bames8h 1.44 15 15 6994

8% 5% Herald 020 £4 31 3973

10$ 4$ Bade Ut 005 03 20 4933
57% 43BausdiLBM 088 13 18 1108
32% 20 BadBr 1.00 43 1314411 23%
32 24% Bay St Gas 1.42 4.8 17 84 30%
25 22 BdTr 1838 1.72 7A 45 33% 22$ 23%
26 15 Bear Sara 060 £7 8 4112 22% 21% 22%

50% 45% BaerSPlA £75 5.5 Z1N 49% 49% 4^2
27 20% Beanos 084 £4 20 26 u27% 26% 27%

27$ 19% Bscfemenh 036 13 16 103 27 26% 27
40% 32% Becion Oka 066 13 13 1189 36% 38% 36%

TECHMUKnmUTWIMS FORLK

Samsung tMebook PC

S04S6SX/25 MHz
Removable HDD

Inter Key Mouse

afcnoNics

1993 m W I

Ur % E II

094 £1 34 32 30% 30%
£68 43 17 9030 62$ n?
040 £2 22 247018$
£76 45 19 3390 62 81*.

056 13 21 304 45% 45

090 23 26 410 21$ 21% 21$
430 04 2u67% 88% 67%
£» £6 13 BG7 78% 77$ 78

042 1.4 18 7100 29$ 28$ 29$
004 4.8 7 114 9 5 $
060 63 28 B 9$ 9% ^4

41 1235 58% 56% 56%
£60 8.9 54 28 27% 28

530 93 40 54 53% 54

040 £3 7 8339 17% 16$ 17$
1.40 12 16 650 44% 43% 43$

98 2838 11% 10% 10$
010 03 66 183 33$ 33% 33%

27$ 20% BbmhgmS 040 1.7 521457 24$ 24 »
22% 16$ Sacks D 040 £1 232040 19% 19% 19$

’

138 53 14 155 24$ d24 24%
082 73 38 10% 10$ 16

085101 887 8% dB%
080 7.7 2384 U10% 10%
1.12 29 23 B13 39% 38*

010 04 28 5158 28$ 28?

080102 152 8

10 26 16% 15 .

IW £7 8 7768 37% 36%
060 £8 6 3880 71%

. . ., 0« 05 8 4682 13% 1

17% 6% Bonh Qm X 072 73 70 723 10%
24% 1£$BanhCHU 134 73 15 893 16% 15$..... am 15 8 8907 17$ 17

13S 5.1 23 51 20$ 20% 20$
088 07 Z10Q 101 101 102

Om 11 7 379 19$ 18$ 19%
037 13 928 18%
£40 7.0 11 174 34$
1.7B £0 16 312 88%

37 435 41$
£88 53 17 5120 57$
100 £4 15 1185 55$
£79 53 12 419053%
139 11 20 2198 60$

9 106 27%
19% 8$ Brit Sad 037 1.9 19 1367 19% 18^
72 57% BrTdecffl 157 5.1 20 1225 69% B9

28 21% BroaMynU 132 59 15 189 26% 26% .
35% 28$ Brown ftp 130 4.7 19 148 34$ 34 34%
9% 6$ BrownBStrp 032 43 5 3 7%-

'

88% 75% BiwnPBmwB £72 14 14 85
'

20$ BrarehQ F 088 10 19 2349
- B 61

044 £8 35 3286 16%
020 13 46 193 13% . . ..

£60 6A II 2671141$ 40% 40$
132 83 0 6 16% 16% 16%
1.48 83 19 2 16% 16% 16%

18 466 20 10 10$

35 2C% Mdhgfy
8B48$BtfAtfea

18$ 8BB9MIS
63$ 50$BdSdUth
49$ 38% BetaW A

27$ 10$ Bene*

87$ 54BWI43P
81 62% Bbth(

32% 1B%0WBWiA
i$ A Benpjse

14% 9 Ben? Pi*

61 21$ Best Buy

29$ 25% BA St£
57$ 50% BflWwPI
20$ 12$ BrettesGt

63$ 42%BrezLa6x

14% 9%Bm>WED
36$ 15% Btaaft

28% 24$ BU* HR.
H 10%WseMft
9% 8$ackn*hd
10% lOBfckretagl

55 31$ BkICfeHSR

30% 15$8kdttatr

8$ 7$Bb8Chb
18% 9%8MCM
41 33$BlMhg

27% 19% Boise Cue
14% 4% BaKS&N

29% 14% Barden he
21 16$ Bash COE

107100$ Bash Ed 8
24$ IB Booster

20$ 13$BrxlFnd
39$ 32% BREProp

69% 46% Bdgoe&S
42% 2730 BUrtraht

67% 50$ Bdstal M
38 MBrttAkW

53% 40$Brtt6U
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§ l%Wnranind 0X8
)% man Ire

1B% 1 1% Walltl AM) 0X0
48% IMnortan £16

10 3$ Wefetai S 0X4
29% 24 WataHhB 072
15% 8% HMkuma 018
24% 16% WBftm 029
131$ 74% HUbfargo £00
16% i2%MtondysH 024
28% 19t IMd CD 044
57% ffift Utaav
17% 12% WeaCStE 0X0
19% 5% WesSiNAm
9% 3% Ktno

05 18 123 34% „

.

9 17S7 12% 12%
£9 13 5251 37% 37%
2X138 26 14 13$

14 50 4% 4%
1.4 21 1248 42% 42

£1 15 in 28% 27$
05 2716843 26% 26

07 13 153 5% 5%
3J 15 2283 G8% 66%
7X 22 B54 18% 19%
52 15 32 42% 41$
4^4 11 46 24% 24%
1.7 22 283 242 240%
£4 18 590 20% 2D

4X 0 580 1% 01%
8 7 It if

IX 12 275 13% 13%
51 32 375 42% 42%
BX 3 162 7% 7
£7 15 66 27% 27

1.5 18 1894 12 lit
IX 9 389 17% 16$
t.B 21 5140114% 110
IX 22 70S 18 15%
1.9 18 48 23% 23%

5 ID 47 47
4X 11 10 16% 16%

15 4232 14% 14%
8 3150 8% 7%

OX 25 63 38% 38

1.1 92 344 14% 14%
53 13 859 30% 38%
£8 1912617 14% 13%
48 1 279 6$ 6%

17 351 12$ 12%
£9 8 1611114% 14%
14 22 433 33% 32%
£9 16 9657 41% 40%
04 19 21tt 18$ 15%
1.9 20 10IQ 64% 64%

28 12 14% 14%
15 16 620U15$ 15%

12 9 14% 14

50 17 187 31$ 31

IX 11 887 8% 8%
£7 11 2009 57% <09%
07 17 K 8$ 6%

18 2780 uB% B%
£8 17 440 55$ 55

20 127 7% 7%
4.7 17 720 28$ 28%
5.0 12 156 35% 35%
07 31 231 29% 29%
£4 2524125 24% 24%
05 19 160 30% 29%
5.0 13 5602 23% dZ2$
02 109 16 15%

1 108 5 4$

45% 24VDsmt)» 0X0
17$ 10$ WeoBi Hng 018
37% 30%lMn Rea 1X437% aotimnnea
17% 12% WaflhvnB . .

11% b% wasnCrt 032
22% BtWWWasta
14% 9% wmpac 041
3H 3»% Wasnau 1.10

48% 36% WuyartmauB 1X0
23% 14% WMaiatr 006
68 43% WtakHtf 1X2
18 13% WDOetHl

™
23% ia% Standea

34% S$ ShnhoaiB

47$ 37$ Sjarteym

26% 22% Stanatt

12% 11%S&fel*fl

31% 17% SWuSwre 22 1830 u3Z 31% 31$
10% Bi) SUM Hn OIO 1.0 5 7100 B$ 9$ 9$
30% 21% Stane&Wab 0X0 £1 86 28 28% 28$ 28%
19% 6%SBl»CDrt 071 SX 2 6442 7% 7% 7$
28% 1B% Stop Sfc*> 17 166B 19% 19$ 19%

15 8$ SUaeaEq 0X4 59 15 92 14% 14 14%
43 IBSkregaTa 9 2668 25% 24% 25%

41% 20% Srli 11 2374 27% 28$ 27%
23% 12%SamaR8B 034 £1 15 2253 18% 16% 16%
32l9%S&fPtflB«r 7.00 13 17 83 30$ 2Bt 30%

5.55 3% SUM Shoo £30 SX 2 5 3% 3% 3%
11$ BtSunOsS 1.10107 9 256 10% 10% 19%
4$ 3 Sun Die B 011 £5 « 270 4% 4% 4%
9% 7 Sun Fmgy 0X210X 37 88 9 B$ 9

46% 27% Sutanuna 0X8 07 15 2196 «»$ 39$ 40

44% 35Smkfend 1X0 12 122978 37% 36% 37

g
1%SuHMBP( 1.1915.6 ffi 7% 7% 7%
A SunimWn 1267 Z$ 2% 2$

49% 4i%Suntust 1.12 2X 12 1385 44 43% 43%
12% 9% Super Food 0X1 3X 15 114 11% 11% 11%
46% 18% supartor 012 OX 28 1716 41% 39 40

37$ 29% npanm 088 £7 13 3483 32$ 32% 32%
29% 14$ Sug Cara 018 0X 22 2972 19 16% 19

20% 13% Sate 003 01 192 19% W% 1»*2

18 11% Synttl Tac 16 3997 ui8 18$ 17

11% g^naCorp 14 16 11% 11 11%
20% 15S*noymPl 0.37 £1 18 82 1B% 17$ 18

23% 15% Syntax Op 1X4 5X 13 5295 IB 17% 17%
30$ 23% SySCoGop 028 1X 26 2251 28% 28% 28%

12% 7%SysnnBCn 8 285 10% 9$ 10%

1S0>2 119% UM. Carp

33% 21%lUBAl
10% 4% IRS
52$ 45% USF&G4.1

22% 9% US6 Carp

32% 24%U6T(k
52% 49USXCunPI
B$ 4% UDCHaa
25% 21$ UQ CDrp

4% ituumata
7% 5% UNC Inc

38% 20(M tac

33$ 24% UMM
73% SBIHtowr
118% 95% Unfi W

49 38% Utaon Camp
29% TEIMm Curb

is 9$ManCau
58% 48ltaB3X0
72 E0% UnS450

44% 35% UaonBac
87 56$ union Pac
30 22% IMonPtatf

.27% 17$ UhtariTara

1% AlHadHn
13$ 9$ UnfcysCrp
4% 1 % ihi Carp

47% 28% UMlSM
16$ 12UkBffMy
15% BUKDomM
70% 40lBHhua
45$ 41

10% 4

10 2104146$
0X4 £5 18 852 26%

31 68 5%
4.10 BX 28 51%

71144 21$
096 U 17 4404 26%
175 7.4 8 51%
1.88264 5 451 6%
114 5 6 22 650 24

1 892 3%
12 2390 utj

056 £2 13 2905 25%
020 08 18 25 32%
£35 3X 15 2 67%
£70 £4 16 1232 114

1X6 17 64 956 42%
075 18 24 1895 26

16 27 12%
150 05 7100 54%
4XD 6.7 710 67%
£32 5X 13 762 42%
1X0 £6 16 3368 61
072 2X10 285 25%
020 0X 29 2481 22%

0 5A
7.77 24.1 8 8002 11%

33 48 «
980 1X 25 154 44%
070 4.4 84 544 16
0X0 1X38 77 u1B%
0X3 00 34 1784 68%
£68 0.1 15 170 44%
020 11 B 28 6%
030 IX 13 42031%
013 1.1 112 11%

15 40 «
012 OX 1 57S4 14%
0X0 IX 50 1119 13$

35 1B1 25
30 243 28%

1X0 £8 13 469 44%
0X2 28 21 1305 11%
0X0 1X 40 3974 25%
£14 44 16 4206 «
1X0 £9142 8228 83%
092 6X 19 117 15%

25 27 14%
088 £5 16 444 34$
1X6 08 32 59 17%

143% 146$
26 26
4$ 5

as
a 28%
SI 51

aS

% *6
24% 25

32 32%
67% 67%
113% 113%
41% 42$
’9% 20
H$ W
54% 54%
87% 87%
42 42%

22 22%

43% 44%
15% 16
15% 18$
67$ ea

43% 43%
6% B%
31% 31$
11% 11$

15% 12% WMman
16 11$ WhHUar
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73 O30 WU*b 0X5
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79% 52t WtanOUa 144
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29$ 24% IMacEmey 1X5
36% 30% WktfutS* 1.78

31% 24MN»G0in £00
40% 23% MMX TCCh 080
33% 13% HMeartae 018
32% ZTWHaati 1.18
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46% 29% Wt^tey aw
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23% 10% Wynns tat 06B
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%
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16 620 U15$ 15*2
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09 31 1386 44$ 43%
IX 12 175 17$ 17%
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1 3
36ft +%
14% %
12$ +%

a 3
41% +1%
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15$ +$

31% ^& Z
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65$ %
7% -%
28%

.
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17$
20 -%

-X-Y-
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1.18 4.4 16
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2
1X0 17 17
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1.12 63
096 BX
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7100 53%
539 43%
110 28%
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40 26$
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75 14%
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382 u!0$

72% 72% -1%
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AMEX COMPOSITE PRICES 4pmdose October26

?! 9a
DW. E 16B*

AdonCpr
AdvMagn
AT Etapr 020
AMn flic

Alpha Ind

An to Pa 052
AnMairaA 084 :

AmdaMCp 005
Mn&ql
AmpaMmA
ASRIns 080
Aaiutacfl
Marl
AttesCMB
Audtarx A

9% 9$
10% 3l»$

Si
38% 38%
,a “4
1% i*
12 11%

Ctaan dmg

9ft -%
10%
20$
1% *Jk
5% -%
38% -%

EHdHnTA
Barry RG
BAT tad

Beard IX

Glides Mui
BoftaO A
BtaadA
BoiarPh
Swftfcr
Bowmar
Boand
BraacanA

1
055 1 II 3$ 3A 3$
066 38 40 HI » »
004 28 75 4$ 4% 4ft

ID 23 9ft 9%
029 13 620 7A 7& 7iJ

040 181006 14$ ifft Mg
1X0158 7100 22% 22% 22%

14 31 I3d1?$ 12$
0X5 23 140 17% 17% 17%

s“s a.SiS

1X4 10 72 9ft 9% 9ft

17 1344 17% 17$ 17ft

0 5 % 5 5
020 13 14 19% >9% TB%
02B 14 4 11ft 11% •jS
0X1 4 618 3JS 3ii 3H

8 22 3$ 3% 3$

Churapun
Chiles

CnulFdA
Combiae
Cwnputrec

Caned FM
CnKsAT A
Crown C A
Crown C D
Cubic

Qstuaedbc

UtadS
OHarX
Duconrnan
Duplm
DWG Cora

W Sts

Dta. E 100s

24 117
17 328

OOI 260
Dxo a 7100

18 43

B 20
064270 434

040 B 70

0X0 12 66

0X3154 2
12 56

17 20
31 52
S 4

048 27 30
18 498

Mgh LMCtasaOng

16% 10*4 16% +%

-l % Sf 3
irr
13$ 13% 13% +%
15 15% 15 -%
14 13% 14 +%

21ft 21 *b 21ft %
2i? z$ $5

iA It* It* Js
U35 34% 34$ .

10S iS A
30% 29% 30 *%

P/ 9s
ON. E toon

024 171520
7 42
2 93

015 29 tin
117T14
62 380

26 320

4 1013
012 28 14

81102
46 Z7B

012 0 159
0 380

Iflgk LowCtosaCtaag

3$ 3% 3$ +A

PI Sta

Oh. E 100c Ugh

12$ -%
17% +32

Easn Co 046 15 3u1£$ 12$ 12$
Etfgnsp 1X2 17 8 22% 22% H%
Echo Bay 007 40 6422 12$ 12% 12ft +%
EcU En A 026 ISzlOO 14% 14% 14% -ft

EdtanRs 7 43 9$ 9$ 9$ -ft

EngySan 225269 3$ 3% 3ft +%
EpOope 13 161 21ft 20$ 21 -ft

Feolnds 050 13 27 35% 3Bk
35fg -ft

FflnkK A 120 12 6 69% 69% 69% -ft

FaKhjBnc OID 12 ziOO 11% 11% 11% -ft

AdceU) 052 16 31 Eft 24$ a
Forest Lo 24 2121 3Bft 38% 39ft -ft

Freqoency 4 87 7 6% 6$ +%
Frolbxsn 13 3399 35ft 34$ K -ft

Gam 080 9 43 31% 31% 31% -ft

Start FOA 070 15 549 23ft 23$ 23%
,

DaBta 070 » 481 16 15% 16 +ft
GrridBaU IS 13S % ft % +1%

aGannan 25 52 ifi»2 5$ 5%

24 645
6 18

044 31 201U 3 3

58 7100
2 a
5 1029

40 932
056408 1511

0X8 a 10

j% 17$ 17% -ft

rn *

12 11% 11% %
14$ 14$ 14% -%
4% 4 4 -ft

19$ 19 19$ +ft

a 1 a ±
1 ’!* 1 ^
10% 1D>4 10% %
24% 24% 24%

a% aft a% ,

32ft 32$ 32ft +%

NUBBCtHG
NVRyan

OdafcsA
Otatan

sr G

PrtHHP
PHI LX)

1 164

034 30
G OIO 62

080 2
1X8 34
0X3 18

Pittway A 050 13
Fly Earn 012 a
PMC 080 IB
PnsttoA OIO 1

RggMBiad 61

HMWCp 3

HadaEm a
SJWCarp £04 12

! 15 6ft
1264 ,5

I 84 10
I 586 27%
'1300 23ft
1 16 11%
1

15 a
i 776 61%
I 37 34%

LowOontl

Si Si
22ft 23ft
11% lift
19% 19%
5ft 59%
24% 24%
15% 15$

2ft 2ft

37% 37%
27% 27%
10% lift

11% 11% n%

19 tad 32
TaDPrcKte oxo 35
TeUDtaa 034 71

Tbennedea 94
IhermalDS a
Total Pat 040 19

'

TawnCntry 1

Tutus Max 5

UdFootkA 4 i

UdFondsS 020 48
UrtePbrB a
USCafcd 152

waataerld 41

Waranar 0X6 IB
WUET 1.12 19
WOrttan 020 9
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145 3g
4 7$

523 52%
130 aft
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1276 11$
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Bock ml e iaas wpa low uu
ABSmos 020 20 4 12ft 12 12ft
ACC Dorp 012 40 453 19% 18% 19%
AcdalmE 4015969 27 aft 25%
Aon Mb 26 116 15% 15 15%
Aodoni Cp 33 a a 21% 21$
WHitncft 1813750u3B% 35 36%
ADC Tata 32*044 38% 35% 35%
AddtaOttn 71 40B 17% 17% 17%

Ada Sen 016 16 20 22% 21% 21%
MOM Sya 020 19 8003 22% 20% 21

AorancsC 9 164 n% 11% lift

AdrLegle 5 143 ft 3ft 3%
AdrPotym 10 3075 5ft d5ft 5ft
AmTcttJD 49 344 16% 16% 16%
Adnma 0X5 a 1692 44% 42% 43%
Aflynn 14 616 16% 18 18%
Agency He 17 60 10% 10% 10%
AgnicoEj OIO 82 3302 u15 14$ 14$
Altai ADR £60 16 576 47ft <7 47%
Aktaa CP 92 6635 24% 22% 24

Met Bau 088 16 580 a% a 23ft
ASegnSW 16 20 7$ 7% 7%
Aflat Org 040 15 30 31% 30^2 31%
Allan Rt 7 461 1ft 9% 9$
AldCapg 1X0 12 377 15%d14% 14%
AM Cap 000 11 100 12% 11% 12%
Atone C 0X2 15 14 6 5% 6

AkiGM 006 3 189 1% IjJ 111

AfleraCa 35 12a a 27$ 27%
Am Banker 068 11 1234o30ft 29ft 30%
AmCtyBu a 4 a 25$ X
AmHanao a 1634 21% n 21%
Am Hod B 21 2372 13% 12% 12%
AmSoftwa 0X2 37 406 E$ 6$ 7%
Am Fftwys 47 51 19 1ft 19

AmGredA 1X0 IB 16a 30ft 30% 30%
Anartab 0 182 % d& ft

AmartatM G65M 13 d$ ,i

Am Hafi I £01 El 981 81 SB 58%
AnwPDwe 46 6145 2% 21% ZTt
Am Tras 11 G20 13% 13 13%
AmFfenT 11174 }j A K
Amgen Inc 1514935 45 43% 43%
AimadiCp 0X6 42 604 28% 27% a
AimtoFta 4 2168 5 4$ 4jJ
Analogic 15 4B 15% 15 1ft
AidySb 048 131448 16% 16 15%
AnangetAm 1X0 16 144 17 16% 16$
AnflpwCp 22 1753 37 34% 35

MdrosAn 11 51 14 13% 14

Angus En 0X8 32 S 14% 13% 73%
APPBk) 54 992 ft 5$ 6

AcpfdKS 31 6050 31% 29% 30

Apple Comp 048 4019071 30 3 3%
Appfetea: 004 51 1145U?7% 25% 27 <

Aitxr Dr 020 43 519 19 17% 18$ <

Arctao 021 24 121 24 23 24

Argonaut 1X0 10 138 33% 32% 33%
Armor AI 064 16 841 17% 18$ 16%
Arnold ID 084 19 153 39% 38% 36%
ASK Grp 31B 317 12$ 12% 12%
AspoctTd 43 1397 37 35% 38%
ABSQCCDflUa 414 53 3 3 3
AST ten* 101133 19% 18 18%
AOttason 3 156 9% B% ft
AD SEAk 028 26 5368 3% 3% 3

Arctco 021 24 121 24 23 24

Argoraut 1X0 10 13 3% 32% 3%
Armor AI 064 16 841 17% 18% 16%
Arnold In 064 19 153 39% 38% 36%
ASK Grp 38 317 12$ 12% 12%
AspoctTd 43 1397 37 3% 3%
AsjocCDmm 414 53 3 3 3
AST ten* 101133 19% 18 18%
AOUBon 38 156 9% 9% ft
AO SEAk 028 26 5366 3% 3% a
Autodesk 046 20 4452 47 <4% 45%
AutuUdo 14 132 4 3% 4
Amntfc*) 092 42 110 6ft 6% 6%
AziarCp 21 6069 U9ft 9 9%

ttakcrH W
BalwJ
BUamLB
Batad M
Bandec
BfdiSauOi

BBdcnCp
Banknorta

BnNMra
BantaGaa

Basser F

Bay View

Bayhnfa

B8&TR1
BE Aero

BaauttCM

BenUeny
BaridayWR

BHAQp
BHA Grp

BltaC

BfflB

Btntfby W
Slogan

Biomet

Block Dig

BMC Soft*

Boatmen S
Bob Evans

BdsaChA
fioofe&B

Bated
BaannBk
BostaiTc

BndyW A
Brand Cam
Branco

BrunaS
BSBBocp
BTSHpng
Brilets

BiddatT

Bumup&S
BlinBmn
BusmcdsR
BuSartdg

Byte

008 B 65 Bft

23 439 3%
148 iZ

0X6 121009 1ft
ogo io nn 41%
0X4 23 985 1G

14 667 20%
032 10 1935 14$
056 9 147u36%
040 16 7100 20%
£20 3 2801131 %
048 19 514 35%
080 15 13 31

OBO 19 656 3%
1X0 102300 46%
1X0 10 431 31%
a 303 12

028 31 196 10%
16 37B 17%

04015 82 3
012 13 B79 9%

* 7100 19%
55 576 8$

024 IB 4281112%

0X6 12 48 12

23 3554 37%
1810115 10ft

V00 9 1M 31$
1930755 53%

£48 11 3431 30%
027 17 874 19%

0X514 %
13 Z100 24%
9 4474 16$

068 6 1921136%
49 3540 10%

060 15 12 37

ISO 26 19%
020 a 760 lift

022 16 963 9%
1X0 9 78o42%
048 0 12 3%

4110156 24%
32 177 14ft

5 254 4$
27 139 6%
148 339 26%
18 175 27

7 J7B U6%

B 6% +%
27% 27% -ft

18% 16$ +ft

41ft 41ft

1ft 1ft
19 19ft -%
14 14% -ft

3S% 35% +%
20% 20% +1%
31ft 31ft +%
34% 34% -ft

29% 29% -1%

21ft 22% -ft

44ft 44ft -1ft

30ft 30$ -ft

11% 11% -%

10 10% +%
16% 17% +1

3ft 38%
9% 9%
1ft 1ft

8 Bft

12% 12% -ft

lift lift -ft

36ft 36ft -%
9$ 10ft

31ft 31ft -%

50ft 51% -5%
aft 29$ -%
18$ 19

A %
24% 24%
18% 16ft +ft
X 36% -ft

9% B$ -ft

aft 37 %
1ft 1ft
lift lift -ft

ft ft
41 41 -%
3% S% -%

20% 24ft +3$
13ft 13ft -ft

4% 4|* +A
6ft ft -$
26% 26% +%
2ft Z7 +ft
6$ Bji

C Tec 281 372 32

CaMI Med 507 165 6%
CadSdmps 1X4 16 T56 29ft
CanausGomOXO 14 202 lift

Caere Cp 77 419 7%
Ca%BB £25 14 916 ift
Cel Micro a 1961 23%
CBmteflta 5 859 4ft

CBmMaL 2 343 4ft
Canon he 0X1 181 40 69$
Canuroe 1 887 4

Canted 010 24 4171 44%
CarttonCm 056 21 ZlOO 22$
Cascade 0X0 15 44 19

CaseyS a 015 17 127 a
Cdgane 8 235 9ft
cehutv 5 175 19%
CEMQp 17 *3 10$
CanteTd 161267 6$
Certocor 3 6181 13$
dm Fid 1X0 10 827 27%
cmnspr 39 5 13%
Chanter 16 10 4$
ChaptaM 0X4 8 1093 33%
Charming 009 18 2260 ift
OlBCKpt 23 2103 11%Check*
ChemdRpi
Chemfab

Chemb
Chemnarr
CMps&Ta
OanaCp
dm Hn

19 643 4%
20 ZlOO 13%
3 232 %

16 12 3$
21912 5%

56 6553 77%
1.12 15 59 5B%

antes Cp £14 281460 28%
Ctantgc 4412370 35%
cb recti an 4112 *ft
OscoSys 3715112 50

CtzBancp 1X8 16 36 28%
Ctaenmr 17 629 7%
cans Dr 43 600 12%
Ctattiaaim 13 277 8%
GocaCdaB OBB382 1141137%

Cotta Engy 308 377 6ft
COdaAtam 21 96 12%
CD01B( Cp 23 507 14$
Cqpns 26 772 9$
Catena 19 100 14%
Cdlaaan 22 1351 27%
CaHGaa 1X4 17 37 23%
Cute Grp 0X0 12 109 31%
Coaalr 024 241479 32ft
Comcast A £14 29 8606 39%
ItecsM^i £14 22 8882 36%
CunmSkthsOeO I1 1740 29%
CartmCtaar 070 53 B7I 16

CaoteLaba 261981 15ft
Ccmbara 34 as lift
GasuaxM 562246 3$
Condtaper 1X8 30 390 41%
Conalum 9 175 8%
Curate* 141 382Q40 11%
ComaKri 2B 32 19%
CnMEMa 72859 9%
CooratAl 050 IB 841 21%
CopyUlB 120 715 12

Conte Cp 191845 3ft
CurestaK £40 11 6687 2B3*
COR) or A 25 128 Bft
CodcoHh 21 500 ift
Cracker B Q02 3256S1 X
CrayComp 1 481 2$
Craetar 1.12 15 BM 41$
Crown Rea 4 703 5ft
Cytogan 8 425 8ft

29% 31 -%

5$ 57g -ft

28$ 29 -ft

10% 10% -%
6% 7 -%
18 1ft -%

22ft 23% +%
3$ 4 -it

3% 4 -ft

69 69 -ft

3% <
43 43ft -1

22$ 22$ -ft

18$ 19 +$
31ft 31$ -A
Bft 8% -$
18% 18$ -%
10% 10$ +$
06% 6$ -%
12$ 12% -ft

26ft 26% -%

13ft 13ft -1

4% 4$ +ft

32% 32ft -%
13 13ft

10% 11 +ft
4$ 4$
13% 13% -%
dft ft

3$ 3$
,

<$ 5ft -ft

74% 75% -1ft

57ft 50% %
28 28$ +ft

33$ 34$ -ft

4* * ii
48% 49ft -ft

28 28%
06% 7 +ft
12$ 12$

8 8%
36% 36% -%

6 6ft +ft
12 IS

13 14ft +1

9 9$ +$
14 14 -%

2B>2 29% +%
22% 23% +1

31 31 -ft

30% 31 -1

37% 39ft +$
34% 36ft +$
28ft 29 -ft

14% 16+1%
14ft 15 +ft
10% lift

3ft 3$ +%
40% 41ft +ft
6ft 6%
lift lift

19 19%
08% 9% +%
21 $ 21$ -ft

lift 12 +$
37% 38ft +%
28% 29ft +ft

8 8 -ft

19ft 19ft +%
25 25% -%
2$ 2$

41ft 41$
|

4s 4$
;7% Bft 1

DSCCom 5116KB 67 65% 66% +$
DaNMrg 012 28 ZlOO £1% 20% 20% .

DmlGrou 013135 MOD >1 ft 81 ft Sift +4 ft

DataSKtd) IS 475 ?$ 2% 2ft +%
OaflAu 20 384 4$ Aft 4$ +$
Datoaxpe 16 453 16% 16 16 -ft

DemranOp
Deo Sups
DekdbEn
DdcataGa

Ddchamps
Deacorop
DRaOSM
OepSiy

Deacon

OH To*
DtareiB

Dte Ml
ngMcro
Kg Sound

D$Sya
OtonexCp

Dbde Ym
DHAPbrt
Dote Gn

boa Bens
Doth K(n

DnxoEngy

DraasBani

Prey IB
Dreg Enron

DS Bancor

Dimm
Den FB

OynaayQ
OynaKch

dm. E iaa* mm Low

OSD II 71 24% 24%
020 21 25 7ft 7$
0X2113 220 17 16%
080 43 21 26% 25ft
£44 11 123 23% 23

67 5*55 l9ftd1B%
£16 19 ITS 15% 15%
1X0 8 288 29% 28

020 8 254 7ft 7%
14 4031117% 15$

072 10 205 30ft ZSft
21 723 22% 21

3S25B6u23ft 22%
5 *98 1ft 1$

161 212 4 03$
15 57 32ft 31%

020 12 684 9ft <S
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0X0 16 3 16$ 16$
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0 631 5ft 4$ 4ft -A
032 35 7097 21ft 20% 20$ -$
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•texa 018 14 431 17% 17% 17% -%
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9 «%
20ft ft
12% ft
25 ft

33% ft
8$ ft
19% ft
16$ ft
15% ft
21% -ft

UQ Comm 0X5 2315100 287g

MS Car's 20 695 24
Mac HOI 0 EDI 05 145 1ft
UadsonGE 1X6 14 123 35ft
Magma Pm 16 3253 37ft
Magna Grp £72 12 279 19

Mad Bus 21 173 13%
Manfauo: 1X0 35 283101ft
Marram Cp 95402 9%
Marine Dr 15 471 6$
Market Cp 11 33 39%
Marquea 0 10 1$
MarrtotB 16 44 8%
ManXSmkA044 ID 26 12%
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Dow hit by consumer
data and profit-taking
Wall Street

PROFIT-TAKING and news ol
weakening consumer confi-
dence sent US share prices
lower across the board yester-
day morning, bringing
blue-chip and cyclical stocks
down from their record highs,
unites Patrick Harverson in
New York.

At 1pm, the Dow Jones
Industrial Average was down
15.65 at 3,657.96. The more
broadly based Stan-
dard & Poor’s 500 was down
1.06 at 463.14, while the Amex
composite was 2.05 lower at
473.53, and the Nasdaq, compos-
ite down 5.45 at 7&L3Q. NYSE
volume was 158m shares by
lpm.
Although prices firmed at

the opening, after Monday's
gains when the Dow rose to a
new all-time high, it was clear
that market participants bad
decided to take some quick
profits. Consequently, an early
10-point gain turned Into a 10-

potnt loss within the first hour
of trading.

Profit-taking was not con-
fined to the big blue-chip,
industrial and cyclical stocks

which lifted the Dow into

ASIA PACIFIC

record territory on Monday;
secondary stocks posted their

second straight day of big
declines.

The high level of share
prices and the poor state of
economic fundamentals con-
tinue to worry some investors.

Concern about the economy
will only have deepened yester-

day after the Conference Board
announced that its index of

consumer confidence had
dropped in October to 59.4.

down from 63.8 in the previous
month.
The news lifted bond prices

for the first time in three days
- In the process, the yield on
the 30-year bond fell back
under 6 per cent - but
depressed equity market senti-

ment
Among individual stocks.

IBM rose SI to $45% in early
trading after the troubled com-
puter giant unveiled a third

quarter loss of 12 cents a share,
smaller than analysts had
expected. The stock, however,
could not hang on to its early
gains, and by early afternoon
IBM was down S'A at $44% in

volume of 1.5m shares.

Leading Dow stocks which
were in good Form on Monday
wilted amid profit -taking. East-

JR East flotation leaves

Nikkei with 1.4% decline
Tokyo

STOCK PRICES lost ground as

investors liquidated holdings

to buy East Japan Railway
shares which were floated yes-

terday, writes Emiko Terazono

in Tokyo.

The 225-issue Nikkei average

declined 285.73, or 1.4 per cent,

to 20,023.60.

Traders said overall trading

was slack as investors focused

on JR East shares, which were
not traded until the end of the

day because of a lack of sellers.

The Nikkei rose to the day's

high of 20,344.53 in the morn-
ing, and fell to 20.019.90 during

the afternoon.

Mr Yasuo Uefei at Nikko
Securities said share prices

had declined as the rush of buy
orders for JR East had clogged

up the computer at the Tokyo
stock exchange, making large

programme buying of shares
impossible. Meanwhile, small-

lot selling by dealers on the

final trading day for October
settlements also depressed
prices.

Volume was 3333m shares,

against 312m. Falls over-
whelmed rises by 967 to 109,

with 107 Issues unchanged.
The Topix index of all first sec-

tion stocks shed 24.13 to

1,645.31, and in London the

ISE/Nikkei 50 index eased 333
to 1,295-28.

Due to the lack of sellers,

buyers raised their bids

throughout the day for JR
East, which was publicly
offered In August at Y380.000.

The stock finally traded at

Y600.000 at the session's end.

However, in spite of previous

hopes that trading in JR East

would boost overall activity,

stock prices lost ground, led by
a fall In large-capital issues.

Nippon SteeL the most active

stock of the day, fell Y14 to

Y335 and Mitsubishi Heavy
Industries declined Y8 to Y683.

Traders still hope that inves-

tors who had bought JR East
at Y3S0.000 will put their prof-

its back into the stock market
"Profits held by individual

investors who bought the stock
at Y380,000 are estimated to

total Y300bn to Y400bn," said

one Japanese broker.

Nippon Telegraph and Tele-

phone, which was sold by
investors wanting to buy JR
East shares, retreated Y30.000

to Y843JM0.
Kajima, the construction

company, lost Y2 at Y859 after

public prosecutors arrested the
company's vice-president for

allegedly bribing politicians.

In Osaka, the OSE average
slipped 239.38 to 21,982.02 in

volume of 20.1m shares. The
index dropped below the 22,000

line for the first time since

July 28 on small-iot selling.

Roundup

MOVES in politically sensitive

markets enlivened the region.

NEW ZEALAND, where an
election is due to be held on
Saturday week, saw a 23-oent

rise to NZ$4.23 in market
leader Fletcher Challenge, and
a new four-year high in the

NZSE-10 index, which closed

14.9 stronger at 2,113.01.

The New Zealand govern-
ment has a 6.7 per cent holding

in Fletcher, which recently
announced moves to simplify

its structure by shaving off for-

est and rural servicing assets

into separate companies. The
33m shares traded in the stock

accounted for a big slice of tbe

market’s NZ$373m turnover.

KARACHI closed higher for

the I2tli consecutive session,

the KSE index rising 20.73 to a
1993 peak of 1.522.L7. The bull-

ish trend reflects the victory of

Ms Benazir Bhutto's PPP
(Pakistan People's Party) in

the October 6 elections.

BOMBAY dropped as fears

over a political crisis in the

northern state of Kashmir
undermined sentiment. The
BSE index closed 403 lower at

2,7003. In COLOMBO, however,
foreign buying of Sri Lankan
stocks took the all-share Index
up 14.57 to 758.93.

HONG KONG's Hang Seng
index rose 58 points in morn-
ing trade as bargain hunters

snapped up shares, and then

fell back on profit-taking

before ending 23.40 ahead at

8,79030. Brokers said smaller
companies were the main focus

of trading, with China-linked

shares holding up well. Turn-
over eased from HK$5.61bn to

HK$5.02bn.

AUSTRALIA rebounded from
morning lows, bargain hunters

lifting the All Ordinaries index

a net 83 to 2,055.7, after touch-

ing 2,039.9. Turnover was
A$310.2m_ Heavyweights put in

most of the recovery, BHP ris-

ing 22 cents to A$17.16 and
CRA 14 cents to A$1530.
SEOUL saw healthy interest

in electricity utility Kepco as

the composite index rose 5.49

to 747.97. Kepco climbed
WonfiOO to Won2Qj80Q, but bro-

kers were cautious, saying that

heavy institutional selling

pressure was lurking at the
Won21,000 level

MANILA'S composite index
advanced 1235 to 2,243.55 in

spite of an overnight correc-

tion in Philippine Long Dis-

tance Telephone, which dipped

$% to $61% on Wall Street
TAIWAN, where plans to

ease curbs on foreign invest-

ment in the stock market were
announced yesterday, fell on
profit-taking, the weighted
index slipping 832 to 4.09L17.

BANGKOK got the jitters in

the morning following the dis-

missal of Mr Sawasdi Amomvi-
vat, the national police chief,

but tbe SET index came back
from a low of 1,135.67, down
13.87, to finish 8.74 higher on
balance at 1,158.28 in moderate
turnover of Bt83lbn.

Continent loses ground in late trading

man Kodak fell $% to $58%,
Allied-Signal eased $’/> to $72%,
Aluminum Company of Amer-
ica slipped $% to $70 and Min-
nesota Mining & Manufactur-
ing eased $% to $105.

RJR Nabisco fell $% to $5'A

after the tobacco and foods
company unveiled third quar-

ter net income, sharply lower
than a year ago because of the

cigarette price war.

Pharma Resources climbed
$2Y» to $16% in heavy trading
after the Food and Drug
Administration said it would
review the company's applica-

tions for generic drugs, a deci-

sion that opens the way for the
company to seek new product
approvals.

National Health Laboratories
slumped $1% to $13% in vol-

ume of L7m shares after the

company issed a warning
about lower third quarter reve-

nues.

Canada

TORONTO edged ahead in cau-

tious midday trading as inves-

tors awaited the first moves of

the new Liberal government
The TSE 300 composite index

moved up 8.15 to 4,163.41 In

turnover of C$2S8J39m.

BOURSES mostly opened
higher on Wall Street's over-
night gains and a higher dol-

lar, but German stocks were an
exception and the rest lost

ground later in the day, writes
Our Markets Staff.

FRANKFURT extended Mon-
day's post bourse losses, the
DAX index dropping 16.67 to

2,058.72 on the session and the
lb is-indicated Dax losing
another 938 to 2,048.74 by the
end of the afternoon. Turnover
rose from DMB.4bn to DM8.8bn.
National inflation figures

were mixed and the bond mar-
ket was a little disappointed.

Broadly-based profit-taking
was seen in financials, where
falls of 1 per cent were com-
monplace and Bayernhypo
dropped DM10.50 to DM477.
However, Deutsche Pfandbrief-

und Hypothekenbank (DePfa)

climbed DM21 to DM831 after

the bank reported a 29 per cent
profit rise in the first nine
months of this year.

Some of the second line

cyclicals pasted gains. Tn the

automotive sector, Continental
and Varta, tyre and battery
makers respectively, rose DM5
to DM243 and DM8 to DM326,

while Porsche put on another
DM19 to DM794.
The apparent rationale for

these upgrades, in a rising US
dollar and prospectively better

profit margins, was not applied

to front-line cyclicals like

BMW. which fell DM630 on the
session to DM62430, and Daim-
ler. DM530 lower at DM74930.
Ms Barbara Altmann, of B
Metzler in Frankfurt, said that

the gains lower down tbe size

scale were dealer-inspired.

Trading in PARIS was
suspended twice during the
session because of technical

problems, following a similar

difficulty on Monday. The
CAC-40 index finished down
1736 or 03 per cent at 2,21037.

Thomson-CSF lost FFr330 to

FFr164.50 as some negative
brokers' comments on the
stock surfaced. One of them,

from James Capel. forecast
that 1993 profits were expected

to fell to their lowest level

since 1984, and would continue

to remain under pressure in

1994 and 1995.

Outside the CAC-40, Synthel-

abo, which on Monday shed 7.4

per cent, eased a further
FFr6.60 to FFr22130 following

Actuaries
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the withdrawal by the French,

regulator of the licence for its

anti-anxiety drug. Mr Mark
Tracey at Goldman Sachs com-
mented Hm* this action con-

firmed his view of the compa-
ny’s weak product mix and
saw the shares continuing to

underperform the market.
L'Oreal, the parent group,

Shed FFr19 to FFr1,195.

ZURICH forgot about follow-

ing Frankfurt, «nA rebounded
in active trading on the firm
dollar and lower Interest rates.

While it closed off its peaks, as
berth the dollar and Wall Street

weakened, the SMI index rose

153 to 2,7003.

Selected insurance and
chemical stocks Led the
advance, with strong interest

ginn seen in dollar-sensitive

shares such as Surveillance

and Nestle. Among chemicals,

Sandoz bearers rose 5FT60 to

SFr3,780; in the insurance sec-

tor, Winterthur rose SFrl4 to

SFr7S4 and Swiss Re by SFrtO

to SFT3340, although Zurich

Insurance fell SFrlS to

SFrl340.
AMSTERDAM lost pace

towards the close as the dollar

softened and the CBS Ten-

dency infonr Slipped 0.7 tO 135-8,

having seen a day's high, of

137.6.

Unilever-added just 10 cents

to FI 21330, down from a day's

high of FI 216.40. James Capel

has upgraded the stock to 'a

buy partly on the basis that

the group is well placed to ben-

efit from economic recover?^
“d £SAs
of up to 11 per cent over the *

luxvt hipbb years. j
hitting a ww

|
year's high at mldsession of

|
FI 40.00. eased back to dose off

|
10 cents at FI 3930. |
MILAN weakened on a late

|

round of selling. The Comri -

index lost 638 to 58&33.JJWJ- V

sure was seen contmuingin g

Fiat shares which ended ott
|

L144 or 33 per cent at I

The telecommunications sector
,

ai«n weakened with Stet down j

L113 at IA058 and Sip down -

134 at L3329-
*

announced the sale of its 20 per *

stake in a Dutch group. 1

ATHENS added weakness in
j

construction stocks to the pres- 4

sure on bank shares which
g

drove the market down on *

Monday, and the general index •

dosed another 932, or LI per f

cent down at 836.75. The build- i

ing sector declined on news •

that the Greek construction

company, AEGEK, would be •

introduced to the exchange tn
j

November.
;
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Corporate recovery boosts Swedish stocks
Strong overseas buying has also provided support, writes Christopher Brown-Humes

I
t could hardly be more 24 per cent of total market cap- which should help to sustain market far more sensitive

ironic. In the month when italisation. Sweden upward momentum. the behaviour of internation

Sweden's blue collar trade Ericsson has had a phenome- . The reforms, to take effect investors. The obvious dangI
t could hardly be more
ironic. In the month when
Sweden's blue collar trade

union has said that the coun-
try is In a depression and not
in a recession, and the govern-

ment has predicted the worst

economic performance since

the Second World War for this

year, shares have broken
through the all-time high
reached in August 1989.

At yesterday's close the
Aff&rsv&iden general index
showed a gain on the year to

date of more than 50 per cent,

making the Stockholm stock

exchange one of Europe's
strongest performers.

A combination of falling

interest rates, corporate recov-

ery and record foreign buying
have created the conditions for

the rally. Interest rates remain
on a downward trend, as the

central bank demonstrated last

week when it cut its key mar-
ginal rate further to 7.75

per cent.

At the same time, the
weaker krona and massive cor-

porate restructuring have
made the big multinationals
much more competitive, caus-

ing exports and profits to

recover strongly in spite of
weak demand in key markets.
Sweden's finance minister

said last week that the econ-

omy had reached bottom, echo-

ing common expectation that

economic growth will resume
next year after three consecu-

tive years of contraction. This
has encouraged investors, who
are getting ever less from keep-

ing money in tbe bank, to buy
now for the recovery.

Adjusted for inflation, shares

are still well below their for-

mer peak in 1989. Strip out
Astra and Ericsson, the stock

market’s star turns, and the
performance is still less

impressive. These two compa-
nies alone account for some

SOUTH AFRICA
DE BEERS pulled ahead in a
generally weak market, gain-

ing 50 cents at R8430, helped
by a rise in New York. The
gold shares index lost 18 to

1,728 and industrials declined

15 to 4,487. Tbe overall index
dipped 10 to 3381.

24 per cent of total market cap-

italisation.

Ericsson has had a phenome-
nal year, rising from a low
point of SKrl72 in January to

SKr444 yesterday. At these lev-

els a huge recovery in profits Is

already being discounted; what
seems to be driving the share

price now is expectations of a
very heavy inflow of orders in
a booming world telecommuni-
cations market
Astra has performed less

spectacularly, but its shares
have still risen from SKrl48 to

SKrl74, helped by very strong

sales growth for key drugs.

These two companies apart
it has been the banking sector

which has put In the beet per-

formance, on the strengthen-

ing belief that the worst of the

Swedish banking crisis is now
over. The bank and insurance

index is up nearly 280 per cent
since the start of the year.

Sweden

AftarevflrWen Videos rahased -

3QO — — .

' n-Bank

AB Share
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Souck Datmtreani \

Most analysts believe that
the market will rifmh as inter-

est rates come down and evi-

dence of economic recovery
becomes more visible. They
point to a series of corporate

tax reforms as another factor

which should help to sustain

upward momentum.
The reforms, to take effect

from January, will scrap taxes

on dividends from Swedish
companies lor domestic resi-

dents, and halve the capital

gains tax on equities to 123 per

cent
The single most significant

development on the stock
exchange over the last 12
months has been the surge in
overseas buying, which has
lifted foreign share ownership
to around 24 per emit from just

10 per cent at the mid of 199L
International Institutions have
been attracted not just by the

prospect of profits, but bya big
increase in market liquidity.

Foreigners now hold around
44 per cent of Ericsson, com-
pared with 27 per cent at the

end of last year, and some 38
pm- cent of Astra. Such levels

of ownership make the stock

market for more sensitive to

the behaviour of international

investors. The obvious danger

is that the market will suffer a

setback If foreigners start to

lock in profits.

T here are other reasons

to be wary, according to

Mr David Longmnir, a

Scandinavian specialist with

James Capel In London. One
worry is how much scope the

government has for further

deep cuts in interest rates.

"The budget deficit is an enor-

mous cloud on the horizon
which will not go away,” he
states.

Another concern is the
recent spate of rights offers

and the prospect of new priva-

tisation issues. These are mak-
ing heavy demands on institu-

tional funds and could stem
the buying required to -drive

share prices higher.

This announcement appears as a matter ofrecord only.

Thai Central Chemical
Public CompanyLimited

( Incorporated and registeredas a public limitedcompany inThailand -

underthe PublicLimited Company Act B. £. 2535. ngiatmrionna.BorMorforlOl)

US$60,000,000

3/4 per cent. Convertible Bonds due2003
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FRIDAY OCTOBER 22 1993 DOLLAR INDEX
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*> Inte Inter hte bite on day YtoW bte bte bite bte kite Hgh Lon (approx)
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+0.4 12450 85.71 108.83 15072 +0.1 089 124.63 125.45 8525 10854 15053 125.09 65.50 64.48
+0.1 171.45 117.74 14950 157.49 +0.0 295 171.71 17282 117.43 14951 157.57 173.05 142.72 149.30
+0.4 13451 9239 11750 117.30 +03 151 13423 135.11 9152 11659 11659 136.13 101.59 109.93
0.7 34858 239.68 304.34 347.09 +08 259 347.31 349.58 23754 302.48 34552 357.10 21852 25020
+0.0 17151 11857 14051 17262 +05 325 17230 173.43 117.85 150.05 17262 174.50 12928 13521
-0.4 70.71 4856 61-66 85.19 -0.5 1.96 71.14 71.61 48.66 61.95 85.60 78.93 53.78 5551

REGIONAL MARKHTB
MONDAY OCTOBER 25 IBM FRIDAY OCTOBER 22 1993 DOLLAR I

Figures In perenttiesea US Day's Pound Local Local Gross US Pound Local

show number of Ires Outer Change Sterikig Yen CM Currency N dig Db. Dollar Startog Yen DM Currency 1993 19*
or stock Inde 1b Wen Index Index bite, on day Yield kte Index bite bids* Indo hfigh Lon

Australia (89) 154.58 -OjS 154.22 105.92 134.49 153.58 ^05 3.36 1S5.45 156.46 106.32 135.37 154.41 155.77 117.

Austria (17) 178.86 -05 178.45 122.56 155.62 156.02 -05 1.02 17958 180.45 122.62 156.13 155.75 184.47 131.

Betawm (425 150.39 *0.0 150.05 103.04 13085 13-1.63 +03 4.28 15036 151.34 102.83 130-94 134.42 156.76 131.

CsnadaHOT) 131-00 -0.4 130.70 89.76 11357 124.22 +0.0 2.69 131.49 132.34 89.93 114.49 124.20 131.49 111.

Denmark (32) 238-54 +0.4 238.00 183.46 207.55 218.43 +0.5 1.04 237.71 239-26 162.58 207.00 217.26 239.12 185.

Finland (23). 125.09 +0.4 124-80 85.71 108.83 150.72 +0.1 0.69 124.63 125.45 85.25 108.54 150.53 125.09 65.

Prance (98) 17155 *0-1 171.45 117.74 149.50 157.49 +0.0 29S 171.71 17182 117.43 149.51 157.57 173.05 142.

Germany (BO) 134.82 +0.4 134.51 9259 117.30 117.30 +03 1.81 134.23 135.11 91.82 116.89 116.89 136.13 101.

Hong Kong (55) 349.79 +0.7 348.98 239.68 304.34 347.09 +0.8 2.99 347.31 349.58 237.54 302.46 345.02 357.10 218.

Ireland f14) 172.30 +0.0 171.91 11BC7 149-91 172.82 +05 3.25 172-30 173.43 117.85 150.05 172-62 174.50 129.

Itflty (70)._ 70.87 -0.4 70.71 4856 61-66 85.19 -0.5 1.96 71.14 71.61 48.66 61.95 85.60 78.93 53.

Ja»i[469L~. 154.51 +0.4 154.16 105.87 134.45 105.87 +0.8 0.78 153.87 154.87 105-24 134.01 10524 1S551 100.

Malaysia (60) 460.63 -0.4 459.57 315.61 400.76 452.20 -0.4 152 462.85 465.68 316.42 402-83 45363 462.65 251.'

Mexico (19) 186350 +0.9 185922 1276.90 1621.34 6342.59 +0.9 0.78 184696 185849 126123 180839 6283.28 186340 1410.:

Netherlands) 194.60 -0.1 194.15 133.34 169-31 166.93 -02 328 194.70 195.97 133.17 16946 16743 195.17 15a
New Zealaid (13) 6556 -0-2 65.41 44.92 57.04 82.57 +0.0 3.55 65.68 66.11 44.93 57.20 6257 65.68 40.

Norway (23)- 183.38 *02 182.96 125.65 159.55 181.32 +ai T.41 182-98 184.17 125.15 159.35 181.18 185.10 137.

Sjnaaoare (36) 327.49 +0.2 328.74 224.40 284.93 238.94 +0.0 1.43 326.93 329.06 223.61 284 70 236-99 332.55 207.

SoShAfnca (60) 214.22 +1.0 213.72 148.78 186.37 195.M +0.0 2.71 212C2 213.40 14501 184.63 194.75 218.72 144.

Spain (42) 144.41 -0.6 14408 98.96 125-64 146.44 -0.6 4.03 145.24 148.19 99J4 126.48 147.34 14524 115;

Sweden (38). — 201.96 -1.4 207.49 138-39 175.72 241.80 -1.0 1.40 204.77 206.10 140.05 178.32 244.18 208.92 149.

Switzerland (50) 145.90 -0.2 145.57 99.98 126.96 13028 -OS 1.63 146.14 147.09 99.96 127.28 133.64 148.18 108.'

United Kingdom £21 7%. 19157 +0.5 191.53 131.53 167.01 191.53 -0.4 3S1 19106 192.31 130.67 168.37 192.31 19357 162.1

USA (519). 189.20 +0.1 188.77 129.65 164.62 189.20 +0.1 2-72 188.93 190.16 12953 164.54 18853 191.56 175.;

Europe (748)- 16234 +02 181 .97 111.24 141.2S 1S5.24 ^02 225 162.07 163.13 110.85 141.I5~ TSSJM 162.97 133

J

Nordic (114) 19158 -0.7 191.14 131.27 16658 199.64 -04 1 23 19256 194.11 13151 16755 20050 194.54 143.

pae»lc BaaJn (7131 16156 +0.4 16151 110.72 14058 114.88 +05 1.06 16059 18254 110.11 14020 11458 16850 105.1

Euro-Padflc (1461) 161.78 +05 101.41 110.85 14075 131.12 +02 1.83 16153 16258 110.33 140.48 13054 182.86 117.;

North America (626). 18558 +01 185.15 127.18 161.49 184.77 +0.1 2.72 18555 186.56 126.79 161.44 18451 187.68 171

J

Europe Ex. UK (53 1) 143.19 +00 142.86 98.14 124.61 13354 -0.1 259 14355 144.18 97.99 124.77 133.98 143.73 112J

Pacific EX. Japan (244). 23054 +01 22951 157.86 200.43 21258 +0.0 2.73 23052 231.72 157.48 200.50 2IZ64 23218 152;

World Ex. US (1647) 16259 +03 16252 11158 14150 13350 +05 1.86 161.94 16299 110.76 141.02 132.90 162.89 118J

World Ex. UK (194%. 16851 +05 167.83 11557 146.37 146.05 +05 2.00 16757 16856 114.82 14650 14657 168.66 134;

World Ex. So. Af. (2106) 17012 +05 169.73 11358 148-02 15054 +05 217 169.74 170.84 116.10 14752 149.ge im.46 T37;

World Ex. Japan (1697)—— 18052 +05 18051 123.78 157.18 170.1B +Q0 278 18055 181.52 12356 157 08 176.13 181.53 157.-

The World index (2166).-... 17051 +05 169.92 116.70 148.19 15067 +05 218 16B.92 171.02 11652 147.98 15038 17058 137;

Copyright, The Financial Times Limited. Goldman, Sachs & Co. and NatWest Securities United. 1987

Amendments to iraScee tor 25710193 applied to ihe U.K.. related regional indices and The World tnde*. CorostjtMem changes with eflecl 2TM0733: Additions;

New Rothmans Units (U-K). New Rothmans Units N.V. (Netherlands) and Vendome (U.K.J. Deletion: Ftattenans tetematonal
-

B’ <UJL). Latest prices woe
unavailable for tfus edition. Markets closed 25/10/93: Ireland and New Zealand.

+0.4 154.16 105.87 134.45 105.87
-0.4 45957 315.61 400.76 45250
+0.9 165952 1276.90 1621-34 634259
-0.1 194.15 133.34 16057 166.93
-02 65.41 44.92 57.04 8257
+05 182.96 12555 15955 18152
+05 328.74 224.40 284.93 23654
+1.0 213.72 148.78 18657 195.®
-06 14458 98.96 12554 146.44
-1.4 207.49 13859 175.72 241.80
-05 145.57 99.98 12656 13358
+0.5 191.53 131.53 167.01 191.53
+0.1 188.77 129.65 164.62 18950 190.16 12923 16454 18853 191.56 175.38 17068

183.13 110.85 141.15 15559 16207 13352 135.85
104.11 13151 16755 20050 194.54 143.13 145.49
16204 110.11 14020 11428 16850 105 69 11028
16238 110.33 140.48 13054 16286 11726 120.61
186.56 126.79 181.44 18451 187.68 17151 16727
144.18 97.99 124.77 133.98 143.73 11251 116.63
231.72 157.48 200.50 21264 23216 15270 159.36
16299 110.76 141.02 132.9) 162.B9 11851 121.63

Issue Price: 100 per cent.
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